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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/54-2004 
ISBN 0-660-62658-6 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada’. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 
http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS5 


OR at: rma-mrr@tbs-sct.ge.ca 
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Section 1: 
Message from the Chair and the 
Executive Director 


We are pleased to present the Performance Report of the National Round Table on the 
Environment and the Economy (NRTEE) for the year ended March 31, 2004. 


This year for the first time the NRTEE has been able to systematically address the issue 
of results through ongoing performance measurement and a newly established evaluation 
function. These efforts, including feedback from evaluations and the use of results chains 
for each of our programs, have proven extremely useful in focusing the attention of staff 
and members on core strengths and competencies and in helping us separate priorities 
from what is of secondary importance. We are applying what we learned this year as we 
plan new programs and other areas of endeavour for the next. 


The most important indicator of success is the usefulness of our advice to our key client, 
the federal government. Evaluations confirmed that the NRTEE is consistently viewed 
by executive- and program-level federal officials as an important source of policy 
advice, respected for its credibility, neutrality and relevance. These officials believe that 
the NRTEE has the potential to add “very significant” value on issues of national 
importance. The government’s recent announcement of funding to build on the NRTEE’s 
environment and sustainable development indicators illustrates how our efforts have led 
to greater recognition of the need to intergrate environmental and economic goals. 


Beyond the federal system, decision makers across the country also recognized the value 
of our work in areas such as the development of national indicators, brownfield 
redevelopment and urban sustainability. As a further confirmation of success, we 
received the 2004 Arthur Kroeger College Award for Policy Leadership, for serving as a 
model in issue definition and in successfully advancing the policy process through 
innovative leadership. 


While the news was generally positive, we also noted important areas for improvement. 
Federal executives expect us to provide a broader context and higher-level, strategic 
advice for sustainable development, an option we will be considering as we plan for the 
next few years. We must also do a better job of reaching senior officials to improve their 
awareness of our work and to ensure the effective coordination of efforts around 
common concerns. 


All Canadians benefit when decisions affecting our environment and the economy are 
based on careful analysis and advice. The NRTEE helps decision makers to integrate 
these vital considerations. We will continue to improve the way in which we provide this 
valuable service in the next fiscal year. 
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arVv 


Chair 


L. Mead 


Mg — 


Euger Nyberg 
Acting Executive Director and 
Chief Executive Officer 
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Section 2: 
Management Representation Statement 


I submit, for tabling in Parliament, the 2003—04 departmental performance report (DPR) 
for the National Round Table on the Environment and the Economy. 


This report has been prepared based on the reporting principles and other requirements 
in the 2003—04 Departmental Performance Reports Preparation Guide and represents, to 
the best of my knowledge, a comprehensive, balanced and transparent picture of the 
organization’s performance for fiscal year 2003-04. 


br 


Eyfen\WNyberg 
Acting Executive Director and 
Chief Executive Officer 
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Section 3: 
Summary of Agency Performance 


Figure 3.1 summarizes progress toward the NRTEE’s single strategic outcome, while 
Figure 3.2 demonstrates that the NRTEE was not the subject of any reports by a 
parliamentary committee or the Auditor General in 2003-04. 


Figure 3.1: Summary of performance 


Strategic outcome and key results : 2 Status 


Strategic outcome: 

Federal policy development on environment and 
economy issues, as well as decisions in other key 
sectors, are influenced by NRTEE advice 


Expected results: 
¢ NRTEE reports are identified as important sources Successfully met expectations 
of policy advice by affected federal officials 


¢ NRTEE reports are identified as important sources Successfully met expectations 
of advice by decision makers in non-federal sectors 


Figure 3.2: External recommendations addressing the NRTEE in 2003-04 


Parliamentary committee and | 
Auditor General recommendations Response 
addressing the NRTEE in this period 2 


Parliamentary committee recommendations (none) (N/A) 


Auditor General recommendations (none) 
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Section 4: 
Context 


Raison d’étre 


Economic growth and prosperity are of central importance to Canadians. However, 
economic activity is placing increasing pressure on the health of the Canadian and global 
environments. There is an ongoing need to confront this challenge by channelling 
rigorous research, stakeholder views and the resulting new knowledge into policy 
making. 


The NRTEE responds to this need by identifying and promoting ways to encourage 
economic prosperity for all Canadians, while preserving the environment for current and 
future generations. 


“Governments have to create Overview 


structures that will allow them 
to think and act across 


The NRTEE was established by legislation in 1994 as 
a publicly funded, independent agency to explain and 


disciplines. A promising 
experiment is the National 
Round Table on the 
Environment and the 
Economy. The Round Table 
brings together 
representatives from 
government, industry, Native 
Canadians, academic and 
non-governmental 
organisations. It brings home 
the point that environmental 
health and economic growth 
are all part of the same 
picture.” 


-Roy Romanow, 2003 


promote principles and practices of sustainable 
development. The agency interprets this broad 
mandate through a strategic focus on issues at the 
intersection of the environment and the economy. 


The agency reports to the Prime Minister and consists 
of a membership of distinguished Canadians 
supported by a secretariat in Ottawa. Members 
represent a broad range of sectors including business, 
labour, academia, environmental organizations and 
Aboriginal peoples, as well as diverse regions across 
the country. (See Annex | for a list of members.) 


The secretariat, headed by an Executive Director, 
provides program management, analytical, 
communications and administrative services to the 
NRTEE members and their task forces. (See Annex 2 
for an organization chart.) General information about 


the NRTEE and its membership can be found on the agency’s website (www.nrtee- 


trnee.ca). 
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Sustainability in Canada: Baseline data and the need to 
protect and enhance our natural capital 


In the 12 years since the 1992 Rio Summit on Environment and Development, 
sustainable development and environmental protection have become established, 
mainstream issues and core values for Canadians—civil society, business and 
government at all levels. Canada has signed or ratified at least 45 multilateral 
environmental conventions and agreements and is signatory to numerous agendas for 
action (e.g., Agenda 21, the Habitat Agenda, the World Summit on Sustainable 
Development [WSSD] Plan of Implementation, and the Kyoto Protocol), as well as 
international economic arrangements and trade treaties. Our commitment is also 
demonstrated by recent federal legislation, including the Canadian Environmental 
Protection Act, the Species at Risk Act and the Canadian Environmental Assessment Act. 


Despite these first steps, our understanding of the environment’s role in maintaining our 
quality of life is limited, while the integration of environmental with economic and 
social concerns remains an enormous practical and intellectual challenge. 


In 2003-04, the federal This challenge is addressed to some extent by the 
government received the NRTEE's emerging concept of “natural capital,” which 
report on the Environment and provides a new way of seeing the links between 
Sustainable Development the environment and the economy. Natural capital 
Indicators Initiative, which set out | 1S 4 particularly important component of national 
a small suite of national-level wealth. It supports economic activity by providing 
indicators that take account of not only the raw materials and land on which we 
those assets that are necessary to live and work, but also the many ecological 
sustain a healthy economy, society | Services that support life, including the cleansing 
and environment for Canadians. In | Of fouled air and water, and the provision of 


response, the government productive soil. 


promised to begin using the Like produced capital, natural capital can be 


indicators in its decision making degraded, for example, through modification of 
and announced $15 million in the land areas and excessive waste loadings. It can be 
federal budget to build on this very difficult, and in some cases impossible, to 
body of work. The use of national | replace lost natural capital—it is harder to create 
indicators is not the solution to new wetlands than it is to build a new factory. It is 
managing our natural capital possible, however, to rejuvenate, enhance or even 
responsibly, but it is an excellent avoid the deterioration of many types of natural 
beginning. capital through environmentally sustainable 
practices. 


Canada is the steward of a substantial portion of the world’s natural capital, with 
responsibility for 20 percent of the world’s wilderness, 24 percent of its wetlands, 7 per 
cent of its renewable fresh water, 10 percent of its forests and the longest coastline in the 
world. The NRTEE plays an important role by advising the government on the use of 
fiscal and other policy instruments to protect and enhance these vital assets. Other recent 
statistics further illustrate a clear need for the NRTEE to continue raising awareness of 
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natural capital and the importance of integrating the environment and the economy in 
decision making: 


e Air quality—the NRTEE’s Air Quality Trend Indicator rose slightly between 1986 
and 2000, suggesting that air quality has declined over this period and that efforts to 
reduce pollution have not reduced the degree of ozone exposure experienced by most 
Canadians. (www.nrtee-trnee.ca) 


¢ Water quality—the NRTEE’s Freshwater Quality Indicator, which includes data from 
all water quality indices across Canada, showed that 21 percent of all monitored 
water bodies exhibit marginal or poor water quality. (www.nrtee-trnee.ca) 


¢ Climate change—greenhouse gases (GHGs) are contributing to the current global 
climate change. The NRTEE’s Greenhouse Gas Emissions Indicator, which measures 
Canada’s share of anthropogenic emissions of GHGs, found that Canadians 
contributed about 726 megatonnes of CO2 equivalent of GHGs into the atmosphere 
in 2000. This figure represents about 2 percent of total global GHG emissions. 
(www.nrtee-tmee.ca) 


¢ Biodiversity—the number of endangered species in Canada rose from 178 in 1988 to 
415 in 2002. (www.speciesatrisk.gc.ca) 


e Nature—the NRTEE’s report Securing Canada’s Natural Capital outlined direct and 
indirect threats to nature. Direct threats—from urban sprawl to the northward 
expansion of forestry, mining, and oil and gas development—could transform 
Canada’s landscapes and seascapes at an unprecedented pace over the next 10 years. 
Indirect threats, such as pollution and climate change, significantly damage Canada’s 
ecosystems. (www.nrtee-trnee.ca) 


¢ Urban sustainability—the NRTEE’s report Environmental Quality in Canadian 
Cities outlined how key indicators relating to car use, transit ridership and 
urbanization patterns show negative trends. These indicators underscore the need to 
make substantial improvements to urban environmental quality by addressing the 
central and related issues of urban form, transportation and energy use (www.nrtee- 
trnee.ca) 


The NRTEE’s contribution to Canada’s Performance 


Canada’s Performance is an annual report to Parliament that sets out the context for 
assessing the performance of federal government programs. The NRTEE’s work relates 
to two chapters in that report: “The Canadian Environment” and “Economic 
Opportunities and Innovation in Canada.” 


With regard to the environment, the agency supports the federal government’s role in 
“promoting the advancement and sharing of knowledge on environmental 
issues...allow(ing) Canadians to make informed decisions.” More specifically, our 
activities contribute to three key outcomes identified by the government. Our recent 
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work on urban sustainability and brownfield remediation should help achieve the 
outcome of protecting the environment from pollution and restoring it once 
contaminated. Our current efforts in the energy arena support the outcome of minimizing 
the risks attendant on climate change. And our work on conservation contributes to the 
outcome that Canada adopt a sustainable approach in its use of natural resources and 
ecosystems. 


The chapter entitled “Economic Opportunities and Innovation in Canada” describes the 
government’s role as “enhancing the well-being of Canadians, through higher living 
standards and a better quality of life.” The NRTEE contributes to the government’s 
outcomes related to achieving “strong regional and urban infrastructures and economic 
growth,” a “secure and fair marketplace” and an “innovative and knowledge-based 
economy.” 


Contribution to government priorities 
During 2003-04, the NRTEE contributed to several national priorities. 


In February 2004, the Speech from the Throne announced 
that the government would begin incorporating the NRTEE’s 
Environment and Sustainable Development Indicators into its 
decision making. This intention was restated in the following 
March budget. Linkages can be made between the indicators 
and the priorities expressed in the same section of the Speech 
from the Throne related to the government’s plans to 
intensify its commitment to clean air and clean water and to 
respect Canada’s commitment to the Kyoto accord. 


"Building on the 
recommendations of the 
National Round Table 
on the Environment and 
the Economy, this 
budget will invest $15 
million over the next 
two years to develop 


and report better 


environmental 
indicators on clean air, 
clean water and 
greenhouse gas 
emissions" - Budget 
Plan 2004 


Concern about climate change and air pollution is also one of 
the motivators behind the NRTEE’s Energy and Climate 
Change Initiative. In August 2003, the Prime Minister asked 
the NRTEE to “study and inform Canadians on the potential 
for future emissions reductions.” He later specified that this 
work should enrich future energy and climate change 


strategies and help enhance competitiveness. Through its 
program, the NRTEE hopes to initiate a discussion that will start to address some of the 
major energy-related challenges that Canadians will face during the next 30 to 50 years. 
These include climate change, volatile energy costs, the continental context of Canada’s 
energy policy and the security of the energy supply. 


On other fronts, the NRTEE’s major cross-country tour to promote new approaches to 
urban sustainability and brownfield redevelopment supported the emerging federal 
“urban agenda.” Our ongoing Ecological Fiscal Reform program sought to improve 
understanding of how fiscal policy can be used more broadly to help achieve 
environmental policy objectives. And our new Boreal Forest program will assist with the 
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conservation of Canada’s natural capital for future generations. More information on our 
work in these and other areas is available on the NRTEE’s website (www.nrtee-trnee.ca). 


Factors influencing our performance 


The NRTEE’s success depends largely on its ability to influence the government’s 
approach to important sustainable development issues. Decision makers must perceive 
the value of our advice and have sufficient confidence in its reliability to take action. For 
this reason, the NRTEE must carefully manage any risk that threatens the relevance, 
neutrality or credibility of the analysis and recommendations it provides. 


To ensure that its work is relevant to decisions makers, the agency conducts an extensive 
scoping process prior to beginning a new program, which will proceed only if there is 
stakeholder appetite for movement on the issue. The agency’s arm’s-length status is 
fundamental to its neutrality, as is its management culture, which understands this area of 
risk very well and seeks to ensure that neutrality and balance are preserved in all stages 
of the NRTEE’s process and reporting. Finally, the credibility of the NRTEE’s advice is 
grounded in stakeholder contributions to ensure that information is both valid and 
representative of all views. Evaluations suggest that the agency is managing these risks 
successfully. 


However, the NRTEE’s success hinges on more than ensuring the quality of its advice. 
Another significant challenge lies in the general lack of understanding of the close links 
between the environment and the economy and their effects on sustainable development. 
This lack of understanding is associated with the low priority accorded to sustainable 
development issues. To the extent that it can, the NRTEE counters this challenge through 
a communications effort that focuses on raising the awareness of decision makers and 
opinion leaders. Given the scale of the problem, and tough competition for decision 
makers’ attention and funds, this will be an ongoing and fundamental barrier to progress. 


Resources used 


In 2003-04, the NRTEE spent $4.9 million (94 percent) of its appropriation from 
Parliament. This appropriation represents less than 0.003 percent of the government’s 
total spending. The appropriation for 2003-04 is slightly less than in previous years as a 
result of the agency’s contribution of 2 percent of its operating budget ($93,000) to the 
2003 Budget Implementation: $1 Billion Reallocation Target. 


The NRTEE’s total expenses for the year were $5.2 million—$0.3 million greater than 
the parliamentary appropriations used during the year. This $0.3 million represents the 
cost of services ($342,584) provided by other government departments at no charge to 
the NRTEE. 


Salaries and professional services accounted for $3.5 million (70 percent) of total 
expenses in 2003—04, which is comparable to the $4.0 million (70 percent) of total 
expenses in the year before. As in previous years, to obtain technical knowledge and 
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effectively accommodate fluctuating program demands, the agency continued to 
supplement staff resources with specialized professional services, primarily for research, 
analysis and communications. 


Annex 3 contains financial information, including audited financial statements. 
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Section 5: 
Performance Discussion 


Figure 5.1 illustrates the linkages between the NRTEE’s outcomes, priority and 
resources. An in-depth discussion of performance follows. Please note that this reporting 
structure differs significantly from the Report on Plans and Priorities 2003—04. An 
explanation for these changes and a crosswalk can be found in Annex 4. 


Figure 5.1: High-level logic model 


STRATEGIC OUTCOME: Federal policy development on environment and 
economy issues, as well as decisions in other key sectors, are influenced by NRTEE 
advice 


When decisions affecting both the environment and the economy are based on careful 
analysis and advice, such as that provided by the NRTEE, all Canadians benefit. 
Personal health and well-being, which rely on clean air, soil and water, are of central 
importance to Canadians, who also want the prosperity that a healthy economy 
provides. The NRTEE helps decision makers to integrate these vital considerations. 


Planned spending: $5.0 million 
Actual spending: $4.9 million 
FTEs: 27 


INDIRECT OUTCOME: New working partnerships are formed between industry, 
government, non-governmental organizations and other major societal actors 


The NRTEE’s multistakeholder programs prepare the ground for further debate on 
contentious issues. They do this by facilitating the development of partnerships across 
sectors and regions of the country—partnerships that are crucial to breaking down the 
barriers to sustainable development in Canada. 


As this outcome is a by-product of spending on the strategic outcome, there are no 
specific funds allocated at this level. 


IMMEDIATE OUTCOME: Federal clients and national stakeholders are aware of 
and understand the problems, opportunities and practical solutions identified and 
examined by the NRTEE 


In order to make balanced decisions, decision makers require a clear understanding of 
the views of key stakeholders, main areas of convergence and debate, and the range of 
potential solutions. By involving decision makers in NRTEE task forces and 
consultations, and by extensive promotion of the resulting information, the agency 
expects to see an increase in understanding. 


This outcome is a direct precursor to achieving the strategic outcome. As such, 
spending and FTEs are reflected only at the strategic outcome level. 
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PLANS AND PRIORITY at the ACTIVITY LEVEL 


The NRTEE has one activity, providing advice on the environment and economy. This 
activity is therefore our priority. Much of the NRTEE’s planning takes place at the 
level of two sub-activities: 


¢ Producing advice (commissioning research, convening stakeholders). This year, the 
NRTEE produced major reports on urban sustainability, the use of environment and 
sustainable development indicators, and conserving nature. Details of this and other 
work follow in the discussion. 


Promoting advice (advising federal clients, promoting advice to other stakeholders). 
This year, the NRTEE promoted its major reports to a range of target audiences, 
using various means including a cross-country urban tour. Details of these efforts are 
discussed below. 


Spending on this single activity equals spending on the strategic outcome and, as such, 
is reflected only at that level. (Beginning with DPR 2004—05, the agency will be able 
to report spending in the two sub-activity areas.) 


A new performance measurement system and evaluation 
function within the NRTEE 


This reporting year, the NRTEE has a stronger basis for describing its performance than 
in previous years. The implementation of its new performance measurement system 
provides quantitative and qualitative insights into activities, outputs and the extent to 
which the agency has increased awareness and understanding—its immediate outcome. 
The agency applied this new system to its cross-country urban tour and used it to guide 
the planning of new programs. As a result, performance information will be available as 
new programs go forward. 


This year, the NRTEE also introduced an evaluation function, using a case study 
approach to evaluate recently concluded programs. For example, it commissioned four 
independent evaluation pilots that focused on higher-level results, including its influence 
on policy development and decisions in other sectors. The agency plans to evaluate one 
or more programs each year. It is anticipated that, through a five-year synthesis process, 
the combination of these distinct evaluations, together with ongoing performance 
measurement, will provide a relatively complete picture of the NRTEE’s performance 
story. More information about the NRTEE’s approach to performance measurement and 
evaluation are available in its Results-based Management and Accountability 
Framework. 


A discussion of the agency’s performance follows, including a description of progress 
toward achieving its outcomes and priority, as well as its status with regard to 
government-wide initiatives. 
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Influencing federal policy development on environment 
and economy issues, as well as decisions in other key 
sectors: 


Our strategic outcome 


When decisions affecting both the environment and the economy are based on careful 
analysis and advice, such as that provided by the NRTEE, all Canadians benefit. 
Personal health and well-being, which rely on clean air, soil and water, are of central 
importance to Canadians, who also want the prosperity that a healthy economy provides. 
The NRTEE helps decision makers to integrate these vital considerations. 


Four recent evaluations of our work have shed light on this contribution, confirming that 
our work is relevant and highly regarded by federal officials, leaders of civil society and 
the private sector. Despite this, our influence on federal policy has been moderate. We 
learned that federal executives expect us to provide a broader context for sustainable 
development advice and that we could improve our overall effectiveness in several ways. 


Performance indicator: Federal officials consider the NRTEE an important source of 
policy advice 


The NRTEE’s work is consistently viewed as an important source of policy advice by 
executive- and program-level federal officials. The majority of those interviewed felt that 
the NRTEE has the potential to add “very significant” or “significant” value on issues of 
national importance. Federal officials identified no other single organization as being 
better placed to address national-level issues such as environment and sustainable 
development indicators, brownfield redevelopment and urban sustainability. 


Literature reviews confirm that the agency’s work in areas such as brownfields, nature 
conservation, urban sustainability, ecological fiscal reform and national indicators is 
widely cited by key departments. A six-month analysis of the NRTEE’s website during 
the last year showed that federal officials are the largest single group of visitors to the 
website, making frequent and repeated visits to browse or download documents 
including the popular State of the Debate reports. 


A final indicator that the federal government values the NRTEE’s advice is the extent to 
which it asks the agency to conduct additional work in specific policy areas. In past 
years, the agency has responded to requests to broaden the awareness and understanding 
of domestic emissions trading among Canada’s opinion leaders and to develop a set of 
national indicators relating to the environment and sustainable development. In August 
2003, the Prime Minister asked the NRTEE to “study and inform Canadians on the 
potential for future emissions reductions.” The NRTEE is now responding to this most 
recent request. 


Some specific examples of influence on federal policy this year are set out below: 
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The Environmental Quality in Canadian Cities report was released less than a year 
ago, yet federal officials stated that it had already provided important input to federal 
policy and at least one recommendation has been announced for adoption. 


With respect to the development of a national set of indicators, officials reported that 
the NRTEE’s Environment and Sustainable Development Indicators Initiative had 
accelerated consideration of the use of indicators in the definition of national 
accounts. The NRTEE’s indicators are starting to be integrated into government 
reporting, such as Canada’s Performance 2003, the President of the Treasury Board’s 
annual report to Parliament. 


The NRTEE indicators were mentioned in two key federal agenda documents, the 
2004 Speech from the Throne and Budget 2004, which announced $15 million to 
build on the initiative. 


Performance indicator: Decision makers in other levels of government and the private 
sector regard the NRTEE as an important source of advice 


Because much of the NRTEE’s advice focuses on the federal government’s policy role, 
its influence on other levels of government and sectors is smaller. Although three 
evaluations included representatives of non-federal sectors, there is not sufficient 
evidence from which to draw broad conclusions at this time. However, a small set of 
findings suggest that the agency is having an impact outside the federal government: 


Significant attention is being paid to the Environmental Quality in Canadian Cities 
report (the “urban” report) at the municipal level, with some municipal councils 
officially endorsing the report (City of Toronto and the Greater Vancouver Regional 
District) and disseminating it to a wider network of contacts to increase awareness. 


Think tanks and other non-governmental organizations (NGOs) are using the urban 
report to advocate to government policy makers at several levels. At least one think 
tank is also using the report to inform provincial decision makers on recommended 
policy directions in Ontario. 


Although influence at the provincial level has been varied, one province indicated 
that it was already using the urban report to guide its decision making. Provincial 
jurisdictions can be sensitive to national-level studies or policy recommendations 
pertaining to urban issues. However, the evaluation revealed that this concern did not 
arise with respect to the NRTEE report. This is an important positive finding. 


The NRTEE’s Domestic Emissions Trading Initiative is generally recognized as 
making an important contribution to understanding about the subject among non- 
expert opinion leaders and decision makers. 


National stakeholders reported that the Environment and Sustainable Development 
Indicators Initiative had made a contribution to the development of indicators at all 
levels of government. 
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More information on the value of the NRTEE’s advice is presented in the discussion of 
our priority, below. 


NRTEE’s influence: What can we do better? 


Senior federal officials who were interviewed confirmed that the NRTEE’s advice is 
widely respected for its credibility, neutrality and relevance to important national issues. 
However, these officials also suggested that the NRTEE’s influence on federal policy 
should be greater, concluding that it should seek to integrate itself as a key, if not 
leading, player in sustainable development within the federal system. This enhanced role 
would likely include the provision of high-level, strategic advice to the government on 
sustainable development. Reaching this objective would require significant changes to 
the way the NRTEE currently approaches its work. The agency is considering the 
implications of such a move as part of its current strategic planning efforts. 


New working partnerships are formed between industry, 
government, NGOs and other major societal actors: 


The Canadian Brownfields A valuable indirect outcome 


Network (CBN) tries to New partnerships that form to continue dialogue and 
accelerate brownfield maintain momentum on sustainable development 


redevelopment and promote issues are an important side benefit of NRTEE 
effective urban revitalization. processes. 


Building on the work of the The NRTEE’s multistakeholder programs prepare the 
NRTEE, the CBN provides its ground for further debate on contentious issues. They 
members, both brownfield do this by facilitating the development of partnerships 
practitioners and stakeholders, | across sectors and regions of the country— 

with a continuing opportunity partnerships that are crucial to breaking down the 


to interact, exchange successful | barriers to sustainable development in Canada. 
case studies and actively 


identify new mechanisms that 
will improve a community's 
environmental and economic 
performance. 


Stakeholders and officials involved in the NRTEE’s 
Environment and Sustainable Development Indicators 
Initiative reported that its contribution to work in 
other levels of government owes much to the 
agency’s ability to work with multiple levels of 
government, regions and sectors in developing the 
indicators. The program provided an opportunity for participants to meet face to face, 
many for the first time, and to identify opportunities for further collaboration. 


In a similar vein, the agency’s work on brownfield redevelopment resulted in the 
creation of the Canadian Brownfields Network to assist in implementing the NRTEE’s 
recommendations and act as a continuing liaison between government, stakeholders and 
practitioners (see sidebar). 
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Increased awareness and understanding of environment 
and economy problems, opportunities and practical 
solutions: 


Our immediate outcome 


To make balanced decisions, decision makers require a good understanding of 
stakeholder views, areas of convergence and debate, and the range of potential solutions 
in specific policy areas. By involving these decision makers in NRTEE task forces, 
workshops and consultations, the agency helps them gain this understanding, which is an 
essential precursor to achieving the agency’s strategic outcome. Extensive promotion of 
the resulting information to targeted audiences and opinion leaders across the country 
builds even broader understanding among key sectors and constituencies, as well as a 
foundation of support for key policy themes and directions. This support, in turn, 
provides an additional source of confidence for decision makers. 


Performance indicator: Greater awareness and understanding on the part of affected 
federal officials and national stakeholders 


As an advisory body, the NRTEE has little ultimate control over policy decisions. 
Instead, it devotes considerable effort to building the prerequisite understanding. The 
agency has become highly skilled in achieving this outcome, a conclusion that is 
strongly supported by performance measurement and evaluation. Participants in NRTEE 
stakeholder processes and information sessions expressed familiarity with our work. 
They commonly agreed that they now had better awareness and understanding of the 
issues, even though most were already well informed before they took part in NRTEE 
processes and events. Surveys and evaluations demonstrated the link between raising 
awareness and understanding, on one hand, and building the momentum and support 
necessary for change, on the other: 


e The NRTEE conducted a major cross-country tour to promote the recommendations 
of its sustainable cities and brownfield redevelopment work, targeting middle- and 
senior-level municipal and provincial officials, other key stakeholders and opinion 
leaders in the media. The majority of participants reported that they had increased 
awareness and understanding as a result of attending the information sessions (93 
percent said “yes” or “somewhat’). 


e On the same tour, 71 percent of participants said they agreed with the NRTEE’s 
recommendations, and over half said they were likely to act on the information they 
gained at the sessions. Three-quarters said the information would assist them in their 
decision making and in generating more discussion within their work communities. 


e All federal officials interviewed were aware of the contents of the Environment and 
Sustainable Development Indicators Initiative report, and 80 percent indicated that 
their understanding of the issues had increased as a result of the initiative. Two-thirds 
of non-federal stakeholders indicated that their understanding of the issues had 
increased, although many were already experts in this area. 
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Stakeholders generally believed that the Domestic Emissions Trading Initiative had 


made an important contribution to awareness and understanding of the subject among 
non-expert opinion leaders and decision makers. This initiative prepared the ground 
for further work by the federal government. 


No significant areas for improvement were suggested by the evaluations or other 


performance measurement findings. 


Providing advice on environment and economy issues: 


2004 Arthur Kroeger College 
Award for Policy Leadership 


Presented to the NRTEE in the 
spring of 2004, this prestigious 
award is given to an individual or 
organization that serves as a 
model to others on how to define 
an issue and successfully advance 


the policy process through the use 
of innovative leadership. In the 
NRTEE's case, the awards jury 
noted excellence in “pursuing 
policy consensus in the midst of 


Our priority 


The single priority of the NRTEE is to provide 
advice on issues that lie at the intersection of the 
environment and the economy. With its small 
budget of $5.5 million, the agency nevertheless 
delivers an ever-growing body of advice on issues 
of national importance—advice that decision 
makers in and beyond the federal government agree 
makes a valuable contribution to the state of our 
knowledge about sustainable development. 


Providing advice involves two sub-activities. The 
first is to produce the advice, which involves 
conducting original research and convening 


contending economic and 
environmental perspectives and 


stakeholders to ensure balance and credibility. This 
work typically takes 18 to 24 months and is 
directed by a task force representing a range of 
stakeholder perspectives. Because the issues 
explored are often sensitive, the NRTEE process is designed to help stakeholders 
overcome their entrenched differences. Research is commissioned to analyze the 
environmental and economic facts and trends underlying each issue area. A broader 
group of stakeholders is then convened and asked for their input. Areas of consensus and 
debate are clarified, and the consequences of action and inaction are pinpointed. 


+9 


interests. 


The culmination of this effort is the publication of a State of the Debate report presenting 
the task force’s research findings, analysis and recommendations. At this point, the 
agency engages in a second sub-activity, which is the promotion of its advice. Once 
released, a report’s contents are vigorously promoted through a variety of 
communications channels to ensure it reaches targeted decision makers and opinion 
leaders across the country. The agency has learned that this second step is crucial to 
raising awareness and understanding and to influencing policy development and decision 
making. 
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Sub-activity one: Producing advice through commissioned research and stakeholder 
consultation 


In 2003-04, the NRTEE worked in four program areas, three of which published advice 
in State of the Debate reports, and produced its annual Greening of the Budget report. It 
also began scoping in four potential program areas. The status of this work is 
summarized in Figure 5.2 and described below. 


Figure 5.2: NRTEE program areas and status as of March 31, 2004 


Conservation of Natural Heritage Concluded - State of the Debate report 
Urban Sustainability Concluded - State of the Debate report 


Environment and Sustainable Concluded - State of the Debate report 
Development Indicators Initiative 


Greening of the Budget Report issued annually 


Conserving Canada’s Natural Capital: Scoping concluded 
the Boreal Forest 

Capital Markets and Sustainability Scoping concluded 
Energy and Climate Change Scoping underway 


Governance Scoping concluded 


Conservation of Natural Heritage: The NRTEE established this program in 2001 to 
shape and support new tools that would help Canadians at all levels to undertake 
stewardship of lands and waters. A State of the Debate report was released in June 2003, 
outlining key challenges and opportunities for conservation in Canada. The report also 
presented 20 recommendations that, if acted on, would make Canada a global leader in 
conservation. 


Urban Sustainability: The NRTEE generated a body of original research on how the 
federal government could better orient its role in urban environmental issues through the 
more effective use of fiscal policy. The program released a State of the Debate report in 
May 2003. 


Environment and Sustainable Development Indicators (ESDI) Initiative: Observing that 
“we must come to grips with the fact that the current means of measuring progress are 
inadequate,” the Minister of Finance announced the ESDI initiative in the 2000 spring 
budget. The NRTEE conducted a comprehensive comparison and analysis of data and 
indicators related to five areas of natural capital (non-renewable resources, lands and 
soils, renewable resources, air quality and atmospheric conditions, and water resources) 
and one area of human capital (educational attainment). This ground-breaking body of 
knowledge resulted in a set of robust, credible and easily understood national indicators 
of environment and sustainable development, which were released in May 2003. 
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Ecological Fiscal Reform: This ongoing program demonstrates how governments can 
use fiscal policy to achieve environmental and economic objectives. For the past year, it 
has been assessing the role of fiscal policy in promoting long-term reductions in carbon 
emissions, both as a percentage of economic growth and in absolute terms. The program 
is currently carrying out case studies in three areas where the use of fiscal policy appears 
promising in terms of long-term carbon emission reductions: energy efficiency, hydrogen 
and renewable power. The program is also working on a State of the Debate report on 
fiscal policy and energy, which is due for release in late 2004. 


Greening of the Budget: By incorporating a number of significant environmental 
initiatives in its annual budget, the federal government can start to develop a balanced, 
integrated and sustainable legacy of economic, community and ecological well-being. 
Recommendations are presented to the Minister of Finance and the House of Commons 
Standing Committee on Finance each year. 


New areas of work were explored for future programming 


Conserving Canada’s Natural Capital: the Boreal Forest: This area was scoped in 2003, 
and a decision was made to proceed to a full program in 2004. A time-limited 
opportunity exists to secure our natural capital in Canada’s boreal forest, as industrial 
development is increasingly moving northward and many provinces are opening up 
previously untouched areas in the boreal for development. The full program will 
examine the integration of conservation and resource development in the boreal forest. 
Its final report, expected in the spring of 2005, will recommend a set of regulatory and 
fiscal policy instruments to help achieve that integration. 


Capital Markets and Sustainability: This area was extensively scoped in 2003-04, and a 
decision was made to proceed to a full program in 2004. The NRTEE will facilitate an 
independent multistakeholder debate on responsible investment and corporate 
responsibility by exploring the links between sustainability (comprising environmental 
and social issues) and financial performance in Canada. 


Energy and Climate Change: This work was in its scoping phase in 2003—04. In August 
2003, the Prime Minister asked the NRTEE to “study and inform Canadians on the 
potential for future emissions reductions.” He later specified that this work should enrich 
future energy and climate change strategies and help enhance competitiveness. Through 
this program, the NRTEE hopes to initiate a discussion that will start to address some of 
the major energy-related challenges that Canadians will face over the next 30 to 50 
years, such as climate change, volatile energy costs, the continental context of Canada’s 
energy policy and security of the energy supply. The NRTEE continues to work with 
Natural Resources Canada and Environment Canada to specify the parameters and 
timelines of this initiative, which is expected to become a full program in 2004. 


Governance: Observing that many of the issues it examines have had a strong 
governance component, the NRTEE undertook scoping on the potential for a full 
program on this subject, as reported in RPP 2003-04. The scoping resulted in a decision 
not to proceed with a full program but to ensure instead that each new NRTEE program 
includes an examination of governance issues. 
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Performance indicator: Stakeholders and clients indicate that the NRTEE provides 
new information that is relevant, useful and credible 


The true measure of the value of our advice is its usefulness to federal decision makers 
and stakeholders. Since usefulness is a function of credibility and relevance, the NRTEE 
works hard to ensure these are the core qualities of the advice it produces. 


The credibility of our work is based on our ability to remain neutral, balancing the 
different and often competing stakeholder perspectives in our State of the Debate reports. 
The fact that these reports are reviewed and approved by the full NRTEE membership 
prior to release helps ensure their neutrality. The NRTEE was not able to monitor the 
perceptions of all stakeholders with regard to credibility; however, feedback from senior 
federal decision makers was very positive. This group found the NRTEE’s reports and 
documents to be analytical, clear, professional and balanced, and they gave the NRTEE 
high marks for the professionalism of its policy development and consultation processes. 
In their comments, interviewees stated that they were impressed by the calibre of expert 
participants attracted to the NRTEE’s discussions and by the agency’s fairness and 
neutrality in chairing meetings and in developing its conclusions and recommendations 
on key issues. The strong analytical foundation that underlies the NRTEE’s policy 
development and consultation processes was recognized and endorsed. 


The relevance of our work to the issues that occupy federal decision makers and national 
stakeholders is also critically important to our success. Because of this, programs are 
typically built upon extensive scoping. The agency proceeds to a full program only if 
stakeholders indicate a clear appetite to address a given issue and a clear desire for the 
NRTEE’s involvement. Stakeholders are engaged on task forces to guide the work and 
keep it relevant. The results of evaluations this year confirm that stakeholders 
consistently find the work of the NRTEE to be highly relevant. A sample of the findings 
appears below: 


e The issue of domestic emissions trading has continued relevance with federal 
government priorities and objectives relating to climate change, particularly with 
respect to the most economically efficient means of achieving greenhouse gas 
emission reduction targets. 


e Interviews confirm that environment and sustainable development indicators remain 
an important priority for federal, provincial and municipal governments, non- 
governmental organizations/not-for-profit organizations and organizations in the 
private sector. In addition, the ESDI Initiative is mentioned in key federal agenda 
documents such as the 2004 Speech from the Throne Speech and the 2004 budget 
plan. 


¢ The subject of urban sustainability, including urban infrastructure, is a consistently 
stated key national priority and is identified in the objectives of federal government 
agenda documents, such as the budgets, the 2004 Speech from the Throne and 
departmental sustainable development strategies. The issue received heightened focus 
as a national priority in 2004. 
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On the subject of adding value, the evaluations produced the following findings: 


e The NRTEE 1s able to add “very significant” or “significant” value on the topic of 
urban sustainability. Moreover, no other single organization was consistently 
identified as being better placed to address national-level urban issues. No 
comparable initiatives were undertaken by other organizations, including federal 
government agencies or task forces and public policy think tanks. The types of 
activities carried out by the NRTEE have high potential to be useful for urban 
sustainability issues on a national scale, as well as on regional and local scales. The 
development of specific recommendations for the federal role in urban sustainability 
was regarded as particularly useful. 


The NRTEE looks forward to surveying non-federal stakeholders in 2004—05 to gain a 
fuller picture of the usefulness, relevance and credibility of its advice. 


Sub-activity two: Promoting advice to federal clients and other targeted sectors 


In 2003-04, the NRTEE continued its efforts to ensure that federal decision makers, 
stakeholders in key sectors, the media and the public recognize it as a leader in providing 
objective views and analysis relating to the “state of the debate” on the environment and 
the economy in Canada. The NRTEE was extremely active this year, releasing three 
State of the Debate reports: Environment and Sustainable Development Indicators for 
Canada, Environmental Quality in Canadian Cities: The Federal Role, and Securing 
Canada’s Natural Capital: A Vision for Nature Conservation in the 21st Century. These 
reports were the basis for a variety of efforts to promote advice related to the 
environment and the economy. 


Performance indicator: A diversity of strategies are employed to reach target 
audiences in the federal system, opinion leaders and decision makers in Canadian 
society, and the Canadian public 


Urban sprawl, rapid growth, gridlock, noise, smog and site contamination were among 
the issues addressed by a series of cross-Canada information sessions organized by the 
NRTEE in Vancouver, Calgary, Winnipeg, Toronto, Ottawa and Halifax this year, 
building on NRTEE recommendations and key findings from the agency’s reports on 
urban sustainability and brownfield redevlopment. Sessions stimulated discussion among 
local municipal leaders, including the mayor or appointed deputy in each city, regional 
experts, leading urban specialists and interested citizens. Designed to generate 
momentum for the development of a coherent response to Canada’s urban issues, the 
NRTEE engaged more than 1,600 people in the “cities” debate and garnered extensive 
media coverage at both the local and national levels. 


The NRTEE also organized briefings with key federal officials, industry groups and 
NGOs to discuss the findings from its programs as well as work in progress. These 
briefings often took the form of one-on-one sessions, interdepartmental briefings, or 
speaking engagements at major industry or NGO association conferences. 
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The agency received extensive national media coverage throughout the year on a variety 
of issues including brownfield redevelopment, urban sustainability, conservation of 
natural heritage and environment and sustainable development indicators. 


The NRTEE website remained an important tool for disseminating key information to 
stakeholders and members of the public. In 2003-04, the number of unique visitors to 
the site continued to grow, increasing by 50 percent over the 2002-03 figure. The Virtual 
Library feature enabled people to easily access over 300 NRTEE documents on 
sustainable development, while the agency’s signature series, the State of the Debate 
reports, continued to have strong brand recognition and are among the most popular for 
downloads. 


Providing value 


The NRTEE is widely respected as a non-partisan and highly credible source of 
information on sustainable development issues. In a typical 18—24 month cycle, it 
generates in-depth analysis and recommendations in four to five areas of relevance to 
government priorities. At the same time, it works to build awareness and receptivity to 
new approaches among the nation’s most influential opinion leaders. The NRTEE does 
this work with an annual budget of just over $5 million, representing less than 0.003 
percent of the government’s total spending. 


Where we could do better 


The NRTEE learned through its evaluation efforts that it must redesign its approach to its 
Greening of the Budget submissions to ensure they are timelier, focused on fewer 
priorities, better costed and more clearly targeted to the current priorities of federal 
decision makers. The agency is currently assessing options in response to this significant 
finding. 


Although the agency has built a reputation for providing useful analysis and 
recommendations in discrete policy areas, federal decision makers have told us that they 
would also like to receive advice that is more strategic. In response, the agency is 
considering ways to provide a balance of strategic and issue-oriented advice in the 
future. 


Finally, the NRTEE would like to strengthen and regularize its contact with senior 
federal officials, working more closely with them at the beginning of NRTEE processes 
to identify mutual concerns and opportunities. Although federal decision makers are 
already included in all NRTEE processes, reaching the most senior officials could lead to 
better alignment of advice and policy development. This would involve finding ways to 
brief federal ministers or participating in the agendas of relevant federal—provincial 
discussions. The agency is exploring how it could achieve these communications 
objectives. 
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Progress on government-wide initiatives 


This final section describes the NRTEE’s efforts with regard to several key government- 
wide initiatives. Figure 5.3 summarizes the level of maturity reached in each case. 


Figure 5.3: NRTEE status on government-wide initiatives 


Status: Foundation / Transition / Mature 
Management Accountability Framework Foundation established 


Modern Comptrollership: 
Integrated performance information | Approaching maturity 
Appropriate systems of control Approaching maturity 
Integrated risk management Transition stage 


Values and ethics Foundation established 


Approaching maturity 
Sustainable Development Strategies 
Security and Business Continuity Planning | Foundation established 


Management of Government Information Foundation established 


Management Accountability Framework and Modern Comptrollership 


During 2003, the NRTEE began to address the new Management Accountability 
Framework (MAF), using the MAF indicators and measures to identify areas of strength 
and weakness as an initial step. A senior manager has been appointed to promote the 
integration of MAF into the NRTEE’s management culture in 2004-05. 


MAF implementation will build on the base the agency established under Modern 
Comptrollership. The elements of modern comptrollership are progressing well 
according to the NRTEE’s Modern Comptrollership Action Plan and are described 
below. 


Integrated performance information: This element of modern comptrollership is 
approaching maturity. With the completion of a Results-based Management and 
Accountability Framework (RMAF) for the agency, a substantial revision to its Activity- 
based Costing system, and the finalization of the Program Activity Architecture, the 
NRTEE is now monitoring results and associating costs against its strategic outcome. All 
staff members have received training and ongoing support for implementation. 
Performance findings are regularly reviewed by all senior managers and integrated into 
the annual strategic planning cycle. 


Appropriate systems of control: This element is also approaching maturity. The NRTEE 
has strong systems of control, including appropriate delegations of signing authority, 
segregation of duties, detailed accounting policies and procedures, and documented 
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administrative, contracting, hospitality and asset management policies and practices. In 
2003, the NRTEE continued to improve its systems of control by reviewing, updating 
and formalizing its human resources regime. The systems of control are continuously 
assessed and adjusted as necessary, and agency employees are provided with training on 
the roles and responsibilities related to these key areas. In addition, the NRTEE is 
audited annually to the agency’s level of materiality. 


Integrated risk management: The agency is in a transition stage with regard to the 
integration of risk into its management processes. In 2003, the NRTEE undertook a 
formal risk assessment process and developed a corporate risk profile. The agency found 
that it has a number of effective risk management measures in place, such as 
contingency funds in its annual budget and a senior management forum that implicitly 
considers areas of risk on an ongoing basis. The agency is currently working on security 
and business resumption planning. In 2004, the agency will make risk an explicit 
element of strategic and program planning, as well as reporting. 


Values and ethics: This element is in the foundation stage of maturity, with senior 
management commitment to embedding values and ethics in the agency’s management 
culture. The NRTEE’s capacity assessment highlighted the agency’s common set of 
values, which include respect, tolerance, a willingness to serve and a desire to find 
common ground. Senior management regularly discuss values and ethics with front-line 
staff. However, the NRTEE did not formally establish common values and ethics for the 
benefit of staff and NRTEE members in 2003-04 as planned, due to the need to 
concentrate on implementing other elements of management capacity. The agency will 
address this element in 2004—05. 


Government on Line 


The NRTEE uses its official website to provide decision makers, opinion leaders and the 
Canadian public with advice and recommendations on promoting sustainable 
development. It offers access to all of the NRTEE’s publications in both official 
languages, and it takes advantage of the latest technologies to facilitate on-line 
registration for events, electronic subscription services, multi-format dissemination of 
information and effective content management. Since 2002, the NRTEE has complied 
with the federal government’s Common Look and Feel Standards for government 
websites. The NRTEE is committed to the government’s goal to provide Canadians with 
access to all government information and services on-line by 2005. 


Sustainable development strategy 


As the federal agency mandated to explain and promote sustainable development, the 
agency’s program 1s, in effect, its sustainable development strategy. For this reason, the 
NRTEE does not have a formal SDS. 
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Security and business resumption planning 


In the past year, the NRTEE has recognized the physical and operational risks that it 
faces in the event of a disaster such as fire, flood or civil disaster or of a security breach 
such as theft, vandalism or computer virus. Should an emergency occur, the NRTEE will 
need plans and procedures in place that will enable the organization to resume its 
business operations in the shortest possible interval, in a temporary location if necessary. 


A comprehensive Business Continuity Plan is in development that will integrate 
information management (IM) strategies with business resumption planning to create an 
emergency preparedness plan for the NRTEE. The Business Continuity Plan is expected 
to be authorized and operational by the end of 2004. 


Information management system 


In March 2003, in response to the Treasury Board policy on the Management of 
Government Information, the NRTEE initiated a major records and information 
management project, which is taking place from June 2003 to March 2005. This project 
will develop the tools, policies and procedures, and electronic systems necessary to 
manage information in all media. In 2003—04, the NRTEE put in place the human 
resources needed to support the project, developed a file plan for operational records and 
developed the strategy for a Record Document Information Management System 
(RDIMS) implementation project that will run from May 2004 to March 2005. 
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Annex 1: NRTEE Members 


as of March 31, 2004 


Harvey L. Mead (Chair, NRTEE) 
Sainte-Foy, Québec 


Patricia McCunn-Miller 
(Vice-Chair, NRTEE) 
Calgary, Alberta 


Ken Ogilvie (Vice-Chair, NRTEE) 
Executive Director 
Pollution Probe Foundation 


Harinder P. S. Ahluwalia 
President and CEO 
Info-Electronics Systems Inc. 


Edwin Aquilina 
Special Advisor to the Mayor 
City of Ottawa 


Louis Archambault 
President and CEO 
Groupe-conseil Entraco Inc. 


Jean Bélanger 
Ottawa, Ontario 


David V.J. Bell 
Professor, Environmental Studies 
York University 


Katherine M. Bergman 

Dean of Science 

Professor, Department of Geology 
University of Regina 


William J. Borland 
Director, Environmental Affairs 
JD Irving Limited 


Wendy Carter 
North Vancouver, British Columbia 


Douglas B. Deacon 
Owner 
Trailside Café and Adventures 


Terry Duguid 
Winnipeg, Manitoba 
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The Honourable Michael Harcourt 
Chair 

Cities Advisory Committee 

Privy Council Office - Pacific 


Marie-Claire Hélie 
Vice-President 
Financiere Banque Nationale 


Linda Louella Inkpen 
St. Phillips, Newfoundland and Labrador 


Diane Frances Malley 
President 
PDK Projects Inc. 


Cristina Marques 
Co-Owner and Developer 
Dreamcoast Homes 


Patrice Merrin Best 
Executive Vice-President 
Luscarctc: 


Alfred Pilon 
Corporate Secretary 
Office franco-québécois pour la jeunesse 


Qussai Samak 
Union Advisor 
Confédération des syndicats nationaux 


Keith Stoodley 
Director, Marketing and Sales 
Lotek Wireless Inc. 


John Wiebe 
President and CEO 
GLOBE Foundation of Canada 


Judy G. Williams 
Partner 
MacKenzie Fujisawa 


Gene Nyberg 
Acting Executive Director & CEO 
and Corporate Secretary 
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Annex 3: Financial Tables on a Modified Cash 
Basis (Unaudited) 


Financial Table 1: Summary of Voted Appropriations 


This table shows that we spent $4.9 million (94 percent) of our parliamentary 
appropriation. 


Financial Requirements by Authority ($ thousands) 


2003-04 


Planned Total Actual 
Spending Authorities 


National Round Table on the 
Environment and the Economy 
30 Operating Expenditures 4,658.0 4,854.9 4,528.9 
(S) Contributions to employee benefit plans 2)0 Al) Sokal 351.7 
(S) Expenditures pursuant to paragraph 29.1 

(1) of the FAA 20.0 TS (ES 


Total Department 5,015.0 5,214.1 4,888.1 


Financial Table 2: Comparison of Total Planned Spending with Actual 
Spending 


Our actual spending in 2003—04 was less than our planned spending due to the scoping 
and implementation of three new program areas. This process resulted in the 
postponement to 2004—05 of some activities planned for 2003-04; these activities will be 
partly funded by our allowable carry-forward of 5 percent. The total authorities amount 
differs from planned spending primarily because of the addition of the allowable carry- 
forward from 2002—03 appropriations, funding received from the Modern 
Comptrollership — Innovations Fund, and the agency’s contribution to 2003 Budget 
Implementation: $1 Billion Reallocation Target. 
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Departmental Planned versus Actual Spending ($ thousands) 
2003-04 


National Round Table on the Planned Total 
Environment and the Economy Spending | Authorities Actual 


Grants & Contributions Poe eee 
Total Gross Expenditures 5,015.0 5,214.1 4,888.1 
Less: Respendable Revenues 


Leal 
Praecaey 
deur Takis. | poltosido is aliaivosed | 


Non-Respendable Revenues (20.0) ‘Giesy (7.5) 


Cost of Services provided by Other 309.0 342.6 342.6 
Departments 


Net Cost of the Program 5,304.0 5,549.2 PAS BP 


Financial Table 3: Historical Comparison of Total Planned Spending with 
Actual Spending 


27 


The decrease in our actual spending in 2003—04 is a result of our agency’s contribution 
to the 2003 Budget Implementation: $1 Billion Reallocation Target for 2003—04 and the 
preliminary scoping and implementation phases of three new program areas. 


Historical Comparison of Departmental Planned versus Actual Spending 
($ thousands) 


2003-2004 


Actual Actual Planned Total 
Business Line 2001-02 2002-03 Spending Authorities Actual 


The provision of objective 

views and information 

regarding the state of the 

debate on the environment 

and the economy 5,446.7 5,340.8 5,015.0 5,214.1 4,888.1 


5,446.7 5,340.8 5,015.0 5,214.1 4,888.1 
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Financial Table 4: Non-respendable Revenues 


Our non-respendable revenues reflect the revenue generated through the sale of our 
publications. The decrease in 2002-03 reflects the fact that only one publication was 
released in February 2003. The increase during 2003-04 is a result of our release of 
three State of the Debate publications during April, May and June of 2003. 


Non-Respendable Revenues ($ thousands) 


2003-04 


Actual Actual Planned Total 
Business Line 2001-02 2002-03 Revenues Authorities Actual 


The provision of objective 

views and information 

regarding the state of the 

debate on the environment 

and the economy 9.2 
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Annex 4: Audited Departmental Financial 
Statements 


National Round Table on the Environment and the Economy 
Statement of Management Responsibility 


For the Year ended March 31, 2004 


The objectivity and the integrity of the financial statements and related information 
presented in this annual report are the responsibility of management and have been 
examined by the Executive Committee of the Round Table. 


These financial statements have been prepared on an accrual basis of accounting in 
accordance with Treasury Board of Canada standards based on Canadian generally 
accepted accounting principles. These statements should be read within the context of 
the significant accounting policies set out in the notes. 


Management has developed and maintains books, records, internal controls and 
management practices designed to provide reasonable assurance that the Government’s 
assets are safeguarded and controlled, that resources are managed economically and 
efficiently in the attainment of the Round Table’s objective, and that transactions are in 
accordance with the Financial Administration Act and regulations as well as 
departmental policies and statutory requirements. Management also seeks to assure the 
objectivity and integrity of the information in the financial statements by the careful 
selection, training and development of qualified staff, by organizational arrangements 
that provide appropriate divisions of responsibility, and by communications programs 
aimed at ensuring that its regulations, policies, standards and managerial authorities are 
understood throughout the organization. 


The transactions and financial statements of the Round Table have been audited by the 
Auditor General of Canada, the independent auditor for the Government of Canada. 


Approved by: 


Pierrette Guitard, CMA 
Actifig Executive Director and Manager, Finance and Administration 
Chief Executive Officer 


Ottawa, Canada 
June 22, 2004 
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Auditor’s Report 


To the National Round Table on the Environment and the Economy 
and the Prime Minister 


I have audited the statement of financial position of the National Round Table on the 
Environment and the Economy as at March 31, 2004 and the statements of operations, 
equity of Canada and cash flow for the year then ended. These financial statements are 
the responsibility of the Round Table’s management. My responsibility is to express an 
opinion on these financial statements based on my audit. 


I conducted my audit in accordance with Canadian generally accepted auditing 
standards. Those standards require that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the 
financial position of the Round Table as at March 31, 2004 and the results of its 
operations and its cash flows for the year then ended in accordance with Canadian 
generally accepted accounting principles. 


stipe iif ougfle 


Sylvain Ricard, CA 
Principal 
for the Auditor General of Canada 


Ottawa, Canada 
June 22, 2004 
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National Round Table on the Environment and the Economy 


Statement of Financial Position 


As at March 31 


2004 2003 
$ $ 
ASSETS 
Financial Assets 
Due from Consolidated Revenue Fund 361,606 239,831 
Receivables (Note 4) 3,414 669 
Publication inventory for resale 17,007 50,018 
382,027 290,518 
Non-Financial Assets 
Prepayments 42,085 18,538 
Capital assets (Note 5) 330,759 403,104 
372,844 421,642 
TOTAL ASSETS 754,871 712,160 
LIABILITIES AND EQUITY OF CANADA 
Current Liabilities 
Accounts payable and accrued liabilities (Note 6) 466,528 354,449 
Long Term Liabilities 
Employee future benefits (Note 7) 118,545 — 
585,073 354,449 
EQUITY OF CANADA 169,798 S577 11 
TOTAL LIABILITIES AND EQUITY OF CANADA 754,871 712,160 


Commitments (Note 8) 


The accompanying notes form an integral part of these Statements. 


Approved by: 


Chair Acting Executive Director and 
Chief Executive Officer 
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National Round Table on the Environment and the Economy 


Statement of Operations 


For the Year ended March 31 


REVENUES 
Sale of publications 
Proceeds from the disposal of surplus Crown assets 
Funding from Other Government Departments (Note 3) 
Donations and Cost-sharing Revenue 


TOTAL REVENUES 


EXPENSES 
Operating 
Salaries and employee benefits 
Professional and special services 
Publications 
Rentals 
Transportation and communication 
Amortization 
Furniture and equipment 
Utilities, materials and supplies 
Repairs and maintenance 


Executive Committee 
Travel and living expenses 
Honoraria 


Other Committees 
Travel and living expenses 
Honoraria 


TOTAL EXPENSES 


NET COST OF OPERATIONS 


2004 2003 
$ $ 

7,476 3,857 
50 = 
_ 82,636 
sai} 7,500 
7,526 93,993 
2,415,745 2,263,240 
1,085,915 1,706,469 
573,804 374,752 
461,127 410,209 
298,319 405,914 
112,690 109,680 
86,160 59,530 
42,886 42,800 
23,966 26,975 
5,100,612 5,399,569 
7,586 5,978 
6,114 5,146 
13,700 11,124 
157,237 204,360 
141,566 140,440 
298,803 344,800 
5,413,115 5,755,493 
5,405,589 5,661,500 


The accompanying notes form an integral part of these Statements. 


Annex 3: Financial Tables 


National Round Table on the Environment and the Economy 
Statement of Equity of Canada 


For the Year ended March 31 


2004 
$ 
Equity of Canada, beginning of year Boge folel 
Net cost of operations (5,405,589) 
Services provided without charge (Note 3) 342,584 
Net change in due from Consolidated Revenue Fund spd ese bk) 
Net cash provided by Government 4,753,317 
EQUITY OF CANADA, END OF YEAR 169,798 


The accompanying notes form an integral part of these Statements. 
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2003 
$ 
396,907 


(5,661,500) 
309,000 
(610,902) 


5,924,206 
aoe 11 
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National Round Table on the Environment and the Economy 


Statement of Cash Flow 
For the Year ended March 31 


2004 2003 
$ $ 

Operating Activities 
Net cost of operations 5,405,589 5,661,500 
Non-cash items included in cost of operations: 
Less: Amortization of capital assets (112,690) (109,680) 

Services provided without charge (342,584) (309,000) 
Add: Net gain on disposal of surplus Crown assets 50 = 
Statement of Financial Position adjustments: 

Increase (decrease) in receivables 2,745 (50,566) 

Decrease in publication inventory for resale (33,011) (12,624) 

Increase in prepayments 23,547 3793 

Decrease (increase) in accounts payable and 

accrued liabilities (112,079) 624,195 

Increase in employee future benefits (118,545) — 
Cash used in operating activities 4,713,022 5,809,598 
Investing Activities 
Acquisitions of capital assets 40,345 114,608 
Proceeds from the disposal of surplus Crown Assets (50) — 
Cash used in investing activities 40,295 114,608 
NET CASH PROVIDED BY GOVERNMENT 4,753,317 5,924,206 


The accompanying notes form an integral part of these Statements. 
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National Round Table on the Environment and the Economy 
Notes to the Financial Statements 


For the Year ended March 31, 2004 


1. Authority and Purpose 
The National Round Table on the Environment and the Economy (Round Table) was 
established in 1994 under the National Round Table on the Environment and the 
Economy Act and is a departmental corporation named in Schedule II of the Financial 
Administration Act. The Round Table fulfils its objective of promoting sustainable 
development, and the integration of the environment and economy in decision making 
in all sectors, by conducting studies, organizing multistakeholder “dialogues” on spe- 
cific issues and economic sectors, providing advice, carrying out educational and 
communication activities, and acting as a catalyst for change. Its operating expendi- 
tures are funded mainly by a budgetary lapsing authority and, to a lesser extent, from 
cost recovery and cost sharing for specific activities. Employee benefits are in accor- 
dance with the related statutory authorities. 


2. Summary of Significant Accounting Policies 
These financial statements have been prepared on an accrual basis of accounting in 
accordance with Treasury Board of Canada standards based on Canadian generally 
accepted accounting principles. Significant accounting policies are as follows: 


a) Parliamentary Appropriations 


The Round Table is financed mainly by the Government of Canada through 
Parliamentary appropriations. Parliamentary appropriations are disclosed in the 
Statement of Equity of Canada. Appropriations provided to the Round Table do not 
parallel financial reporting according to Canadian generally accepted accounting 
principles, as they are based in a large part on cash flow requirements. 
Consequently, items recognized in the Statement of Equity of Canada are not nec- 
essarily the same as those provided through appropriations from Parliament. 


b) Due from Consolidated Revenue Fund 


The Round Table operates within the Consolidated Revenue Fund (CRF). The CRF 
is administered by the Receiver General for Canada. All cash received by the Round 
Table is deposited to the CRF, and all cash disbursements made by the Round Table 
are paid from the CRF. Due from the CRF represents the amount of cash that the 
Round Table is entitled to draw from the Consolidated Revenue Fund, without fur- 
ther Parliamentary appropriations, in order to discharge its liabilities. 
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c) Employee Future Benefits 


i) Pension Plan 
Employees participate in the Public Service Superannuation Plan administered by 
the Government of Canada. The Round Table’s contribution to the Plan reflects 
the full cost of the employer contributions. This amount is currently based on a 
multiple of the employee’s required contributions, and may change over time 
depending on the experience of the Plan. These contributions represent the total 
pension obligations of the Round Table and are charged to operations on a current 
basis. 


ii) Severance Benefits 
During the period, employees became entitled to severance benefits in the form of 
notice periods as provided for in the Notice Period Guidelines within the 
Employment Status Policy of the Round Table. The cost of these severance bene- 
fits is accrued as the employees render the services necessary to earn them. 
Management determined the accrued severance benefit obligations using a 
method based upon assumptions and its best estimates. These severance benefits 
represent the only obligation of the Round Table that entails settlement by future 
payment. 


d) Receivables 


These are stated at amounts ultimately expected to be realized. An allowance is made 
for receivables where recovery is considered uncertain. 


e) Publication Inventory for Resale 


An independent distributor sells the Round Table’s publication inventory for resale. 
The distributor is entitled to a 50% commission fee on the sale price of each publica- 
tion sold. Inventory for resale is valued at net realizable value, which is always less 
than cost. 


f) Capital Assets 


Capital assets with an acquisition cost of $2,000 or more are capitalized at cost and 
amortized over their estimated useful lives on a straight-line basis. The estimated 
useful life of each capital asset class is as follows: 


Asset Class Useful Life 
Informatics Equipment and Purchased Software 3 years 

Furniture and Equipment 10 years 

Leasehold Improvements lower of lease term 


and 10 years 


g) Services Provided Without Charge by Other Government Departments 


Services provided without charge by other government departments are recorded 
as expenditures at their estimated cost. A corresponding amount is credited directly 
to the Equity of Canada. 
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h) Measurement Uncertainty 


The preparation of financial statements requires management to make estimates 
and assumptions that affect amounts of assets, liabilities, revenues and expenses 
reported in the financial statements. At the time of preparation of these statements, 
management believes the estimates and assumptions to be reasonable. The most 
significant items where estimates are used are amortization of capital assets, write- 
down and write-offs of inventory of publications for resale, and severance benefits. 


3. Related Party Transactions 
The Round Table is related in terms of common ownership to all Government of 
Canada departments and Crown corporations. The Round Table enters into transac- 
tions with these entities in the normal course of business and on normal trade terms, 
with the exception of services they provide without charge. 


During the year, the Round Table did not receive funding from other government 
departments for specific projects (2003 — $82,636). 


The Round Table incurred expenses of $1,092,133 (2003 — $1,458,289) with other 
government departments, including $342,584 (2003 — $309,000) for services provided 
without charge. Services provided without charge include $302,584 (2003 — $269,000) 
for the rental of space, and $40,000 (2003 — $40,000) for other services. 


4. Receivables 


2004 2003 
External Parties 3,229 669 
Other Government Departments 185 — 
Total Receivables 3,414 669 
5. Capital Assets 
Cost as at Cost as at 
March 31, 2003 Acquisitions Dispositions March 31, 2004 
Leasehold Improvements 247,532 — — 247,532 
Informatics Equipment and 
Purchased Software 2I2,I6! 25,937 55,468 208,850 
Furniture and Equipment 174,193 11,408 — 185,601 
657,106 40,345 55,468 641,983 
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Accumulated Net Book Value Net Book Value 
Amortization at March 31,2004 at March 31, 2003 


Leasehold Improvements 88,445 159,087 203,249 

Informatics Equipment and 
Purchased Software 141,915 66,935 89,084 
Furniture and Equipment 80,864 104,737 Oo. 
311,224 330,759 403,104 


Amortization expense for the year ended March 31, 2004 is $112,690 
(2003 — $109,680). 


6. Accounts Payable and Accrued Liabilities 


2004 2003 
Trade 445,038 318,284 
Other Government Departments 21,490 36,165 
Total Accounts Payable and Accrued Liabilities 466,528 354,449 


7. Employee Future Benefits 
i) Pension Plan 
The Public Service Superannuation Plan required the Round Table to contribute at a 
rate of 2.14 times (2003 — 2.14). The Round Table’s contribution during the year was 
$250,389 (2003 — $248,061). 


ii) Severance Benefits 
On termination, the Round Table now provides severance benefits to its employees 
in the form of a notice period. This severance benefit is not prefunded and thus has 
no assets, resulting in a plan deficit equal to the accrued benefit obligation. 
Information about the plan is as follows: 


2004 
Accrued severance benefits, beginning of year — 
Expense for the year 147,802 
Severance benefits paid during the year (29,257) 
Accrued severance benefits, end of year 118,545 
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8. Commitments 


The Round Table entered into a long-term lease for an office photocopier during fis- 
cal year 2001/02 and modified the lease agreement during 2003/04 to include an addi- 
tional component for the remainder of the lease term. The remaining value of the 
lease is $42,850. The future minimum payments are as follows: 


2004/05 
2005/06 
2006/07 


9. Parliamentary Appropriations 


$14,690 
$14,690 
$13,470 


The Round Table receives the majority of its funding through Parliamentary appropri- 
ations, which are based primarily on cash flow requirements. Items recognized in the 

Statement of Operations and Statement of Equity of Canada in one year may be fund- 
ed through Parliamentary appropriations in prior and future years. These differences 


are reconciled below. 


a) Reconciliation of net cost of operations to total Parliamentary appropriations 


used: 


Net cost of operations 
Adjustments for items not affecting appropriations: 
Less: Amortization 
Services provided without charge 
Vacation pay and compensatory time 
Employee future benefits 
Inventory used 
Add: Publication revenue in accordance with section 
29.1(1) of the Financial Administration Act 


Net gain on disposal of surplus Crown assets 


Adjustments for items affecting appropriations: 
Add: Capital acquisitions 
Increase in Prepayments 


Total Parliamentary appropriations used 
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2004 2003 
5,405,589 5,661,500 
(112,690) (109,680) 
(342,584) (309,000) 
17,962 (13,622) 
(118,545) = 
(33,011) (12,624) 
7,476 eRe Yl 
50 a= 
4,824,247 5,220,431 
40,345 114,608 
23,547 55173 
63,892 120,381 
4,888,139 5,340,812 
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b) Reconciliation of Parliamentary appropriations voted to Parliamentary 


appropriations used: 


Parliamentary appropriation — voted: 
Vote 30 and 30(b) — Operating expenditures 


Statutory appropriation — voted: 

Contributions to employee benefit plans 

Expenses incurred for publications for resale 
Spending of proceeds from the disposal of surplus 
Crown assets 


Less: Lapsed appropriations — operations 


Total Parliamentary appropriations used 


10. Comparative figures 


Certain of the 2003 comparatives figures have been reclassified to conform to the cur- 
rent year’s presentation. 
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2004 


4,854,915 


351,670 
7,476 


50 
5,214,111 


(325,972) 


4,888,139 


2003 


5,064,600 


352,861 
3,857 


5,421,318 
(80,506) 


5,340,812 
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Annex 5: Crosswalk Between RPP 2003-04 
commitments and DPR 2003-04 structure 


In RPP 2003-04, the NRTEE was unable to provide planned spending against its four 
strategic outcomes and three priorities. This is largely because early attempts to describe 
our structure were unnecessarily complex and inaccurate. 


Since then, the NRTEE has developed a simpler, more accurate structure—one outcome 
and one activity—appropriate to the agency’s size, resources, mandate and single 
business line. The new structure allows the agency to report its performance and 
spending in a more coherent manner, which nevertheless encapsulates all of the 
commitments made in RPP 2003-04. 


Figure A4 provides a crosswalk demonstrating how the strategic outcomes and priorities 
in RPP 2003—04 (left column) correspond to the single outcome and activity in the new 
structure (right column). 
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Figure A4: Crosswalk: RPP 2003-04 to DPR 2003-04 


RPP 2003-04 commitments DPR 2003-04 reporting structure 


Strategic outcomes (SO) and priorities (P) 


Planned spending: $5.3 million 


SO#1. Government, industry and other 
key decision makers consider NRTEE 
findings, conclusions and 
recommendations in their policy and 
decision making 


SO#2. There is broader awareness and 
understanding of problems, opportunities 
and practical solutions 


SO#3. New working partnerships are 
formed between industry, government, 
NGOs and other major societal actors 


SO#4. New relevant, useful and credible 
knowledge is produced 


P#1: Produce practical solutions and 
effective recommendations through the 
multistakeholder process 


P#2: Identify and examine critical mid- 

to long-term environmental and economic 
problems and opportunities to be addressed 
in public policy and decision making 


P#3: Raise broader awareness and 
understanding of the problems, 
opportunities and practical solutions 
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Strategic Outcome 


Total authorities: $5.2 million 
Actual spending: $4.9 million 


Federal policy development on 
environment and economy issues, as well 
as decisions in other key sectors, are 
influenced by NRTEE advice 


Immediate Outcome 


Federal clients and national stakeholders 
are aware of and understand the problems, 
opportunities and practical solutions 
identified and examined by the NRTEE 


Indirect outcome 


New working partnerships are formed 
between industry, government, NGOs and 
other major societal actors 


Activity (Priority) 


Provide advice on environment and 
economy issues 
Sub-activities: 


¢ Produce advice (commission research, 
convene stakeholders) 
¢ Promote advice (advise federal clients 


and promote to other sectors) 
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Annex 6: Contact for More Information 


Mr. Eugene Nyberg 

Acting Executive Director 

344 Slater Street, Suite 200 
Ottawa, Ontario 

KIR 7Y3 

Telephone: (613) 995-7581 
E-mail: nybergg@nrtee-trnee.ca 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 
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Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 
http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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| Minister's Message 


I am pleased to present the Performance Report for Natural Resources 
Canada (NRCan) for the period ending March 31, 2004. 


Achieving real progress on climate change action and furthering the 
Government of Canada’s agenda on the sustainable development of our 
natural resources have been central to NRCan’s work this year. 


We worked in partnership with resource industries, the private sector, | FEE 

Aboriginal communities and individuals to ensure Canada’s energy R. John Efford 
c ; Minister of Natural Resources 

resources, minerals, metals and forests are managed responsibly now 

and for future generations. Indeed, NRCan provided leadership around the world on sustainable 

development and worked to secure Canada’s place as an internationally recognized model of 

natural resources stewardship. 


Canada has also shown leadership with its continuing efforts on addressing climate change. In 
2003—04, NRCan led Government of Canada initiatives and incentive programs to develop 
renewable and clean energy sources and improve energy efficiency. We also supported research 
and development of green technologies that reduce the greenhouse gas emissions that contribute 
to climate change. 


As a comerstone of Canada’s economy, our rich natural resources and allied industries help build 
strong communities — particularly in Aboriginal, rural and remote communities. This year, 
NRCan continued to support innovation and create new partnerships in forestry, earth sciences, 
energy, and minerals and metals to ensure the competitiveness of these sectors, both at home and 
around the world. 


I am proud of NRCan’s achievements over the past year and I am particularly pleased by our 
performance highlights, which are detailed on the following pages. NRCan will continue to play 


a significant role in the transformation of Canada’s natural resources sectors in the 21° century 
— ensuring a vibrant, sustainable future for us all. 


pe 


R. Jo fford 
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Management Representation Statement 


I submit, for tabling in Parliament, the 2003-04 Departmental Performance Report 
(DPR) for Natural Resources Canada. 


This report has been prepared based on the reporting principles and other 
requirements in the 2003-04 Departmental Performance Reports Preparation Guide 
and represents, to the best of my knowledge, a comprehensive, balanced, and 
transparent picture of the organization's performance for fiscal year 2003-04. 


George Anderson 
Deputy Minister 
Natural Resources Canada 


vt 23 2004 


Date 
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Ii! Summary of Departmental Performance by 


Strategic Outcome 


1. | Progress and Performance Against RPP Commitments 


Strategic Outcome #1: To provide Canadians with information to make balanced decisions regarding natural 
resources. 


Key Commitments/Performance Rating 
+++ Expectations exceeded 

++ Expectations met 

+ Expectations not yet fully met -explain 


Creating and sharing knowledge through the Internet — Through NRCan On-Line (NOL): 

#¢ promote the integration of information and the creation and dissemination of knowledge; 

+ complete the departmental e-government capacity check and prepare an action plan — not yet 
fully met given that this additional step caused unanticipated delays in the production of the 
action plan 

*¢¢ meet NRCan’s Government-On-Line commitments. 


Furthering strategic partnerships in Canada’s forest sector — 

*¢ establish synergies among diverse forest interests by producing a National Forest Strategy and 
Canada Accord; 

*¢ promote sustainable forest management practices through the Model Forest Program, the First 
Nation Forestry Program, and collaborative forest science research partnerships and agreements. 


Promoting sustainable forestry — 


*¢ promoting world wide sustainable forest management through the hosting of the XII World 
Forestry Congress "Forests, Source of Life". 


Delivering geospatial information on the Internet — Through GeoConnections: 
*¢ provide easy access to geographic data, services and applications to make informed decisions. 


Accessible and integrated knowledge on the state of Canada’s landmass and natural resources — 
#*¢ user satisfaction with relevance, accessibility and quality of information (based on surveys from 
the Minerals and Metals Sector’s web site). 


Greater national and international cooperation and consensus on sustainable development issues, 

policies, goals and actions — 

#+¢ participation in, and influence on, national and international multi-stakeholder approaches to 
sustainable development issues. 


Strategic Outcome #2: To provide Canadians with sustainable economic, social and environmental benefits 
derived from natural resources for present and future generations. 


Promoting energy diversity — Promote the development and take-up of renewable energy 21 
technologies: 

#¢ improve the economics and efficiency of conversion of renewable energy to electricity; 

#¢ increase capacity to integrate renewable energy systems in off-grid applications; 


#¢ develop new hydrogen technologies. 
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Key Commitments/Performance Rating 
+++ Expectations exceeded 

+¢ Expectations met 

+ Expectations not yet fully met -explain 


Ensuring an internationally competitive mining tax regime — 

#¢+¢ stimulate exploration and mine development through the extension of the Investment Tax Credit 
for Exploration; 

#¢ inform other countries about Canada’s approach to mining taxation and encourage use of best 
practices. 


Measuring sustainable development in Canada’s minerals and metals sector — 

+ develop common values, a framework and indicators to measure the contribution of minerals 
and metals industries to sustainable development — although multi-stakeholder consultations 
achieved consensus on values, a framework and potential indicators, NRCan’s resources were 
insufficient to develop definitive, measurable indicators. 


Stimulating new investments in mineral exploration — 

#¢ provide integrated geoscience knowledge to stimulate mineral exploration pertaining to areas of 
high energy and mineral potential, with the intent of stimulating private-sector resource 
exploration and ensure future economic stability through the responsible development of energy 
and mineral resources in northern communities. 


Groundwater: vital but vulnerable — 
#¢ = provide hydro-geological knowledge to ensure a reliable groundwater supply through the 
Groundwater Program. 


Developing our resources sustainably — 

#¢+¢ through the Geoscience for Ocean Management Program, provide geoscience knowledge to help 
resolve conflicts of sea floor use, provide a foundation for implementation of Canada’s Ocean 
Strategy, minimize environmental impact of offshore structures, and support proposals to 
exploit offshore resources. 


Enhancing the competitiveness of Canada’s forest sector and protect forests’ health — 

#¢ expand Canada's offshore market development opportunities through Canada Wood; 

#¢ provide expert advice and support to the Department of Foreign Affairs and International Trade 
in resolving the softwood lumber dispute with the United States (U.S.); 


*¢ protect access to foreign markets through the International Forestry Partnerships Program; 

#¢ ~~ protect Canada's forests through the Mountain Pine Beetle initiative; 

#¢ ~~ provide support to Canada’s three research institutes (Forintek/FERIC/Paprican); pursue and 
support value-added research and technology transfer initiatives for use by Canada’s forest 
sector. 


Increasing the capacity of Aboriginal, rural and northern communities to generate sustainable 

economic activity based on natural resources — 

#¢ =~ enhance the capacity of First Nations to sustainably manage their forest lands and to participate 
in forest-based economic development opportunities and benefits. 
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Strategic Outcome #3: To provide Canadians with strategies that reduce environmental impacts in the natural 
resource sectors. 


Key Commitments/Performance Rating 
+¢+ Expectations exceeded 

+ Expectations met 

+ Expectations not yet fully met -explain 


Addressing climate change and other environmental issues — 

#¢¢ develop an approach that will achieve greenhouse gas (GHG) reductions of 55 Mt/year from 
projected business-as-usual levels by large final emitting industries by 2008-12; 

*¢+¢ promote more energy efficient new housing by striving to ensure that all new houses are built to 
a higher standard by 2010 and evaluating 30,000 existing houses under the EnerGuide for 
Houses initiative; 
promote energy efficient buildings to achieve on average 20 percent energy savings in the 
retrofitted floor space of recipients of financial assistance and to improve the energy efficiency 
of new commercial, institutional, industrial and multi-unit residential buildings; 
target equipment used in new and existing houses and buildings to increase their energy 
efficiency; 
increase current fuel ethanol production and use in Canada in order to reduce transportation- 
related GHG emissions; 
expand work on lightweight vehicle through the Canadian Lightweight Materials Research 
Initiative (CLiMRI) and explore hydroforming technology to reduce bus weight; 
help Canadian industry use energy efficiency to improve competitiveness and contribute to 
Canada’s climate change goals; 
through the federal House-in-Order initiative, target a 31 percent reduction in GHG emissions of 
Government of Canada operations by 2010; 
provide knowledge for adaptation decision-making in communities, industry and governments. 


Pursuing Canada’s Kyoto GHG reduction targets through national forest-related initiatives — 

++ improve information, increase awareness and develop tools to assess the feasibility of 
afforestation as a climate change mitigation measure; 

*¢ = initiate development of a network of plantation demonstration site by negotiating arrangements 
with delivery partners; 
conduct research to measure and monitor national forest carbon in support of Canada’s Kyoto 
Protocol and United Nations Framework Convention on Climate Change reporting. 


Developing technologies that reduce GHG emissions produced by the minerals and metals 

industries — 

#+¢ continue to pursue a Canadian Resource Recovery Strategy and expand Enhanced Recycling 
program through pilot projects aimed at: promoting communication among interested parties; 
reducing data gaps; enhancing recovery practices; and identifying technology gaps; 
reduce construction industry GHG emissions by exploring industrial by-products to replace 
portland cement; 
continue CIDA-funded cement technology transfer to India. 


Supporting Canada’s clean air agenda — 

*¢ support the development of new, innovative transportation technologies to reduce GHG 
emissions and improve air quality; 

#¢ advance technologies to mitigate climate change and air pollution through hydrogen and fuel 
cell-related research and development (R&D); 
assess and develop technologies to convert fossil fuels to electricity more efficiently and with 
lower emissions. 
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Key Commitments/Performance Rating 
++¢+¢ Expectations exceeded 

#¢ Expectations met 

+ Expectations not yet fully met -explain 


Radioactive waste management — 

+¢ assist the Minister in discharging his responsibilities under the Nuclear Fuel Waste Act; 

+*¢ ensure appropriate management of historic waste, including the Port Hope Area Initiative 
through the Low-Level Radioactive Waste Management Office. 


Energy efficiency, a key tool for action on climate change — 
++ trends in energy efficiency. 


Reducing environmental impacts through scientific research, technologies and stewardship 

practices — 

++ science and technology (S&T) transfer activities related to minimizing the impacts of the 
natural resource sectors activities on aquatic ecosystems. 


Strategic Outcome #4: To provide Canadians with safety and security in the natural resource sectors. 


Improving natural hazards knowledge and emergency response — Provide knowledge and 

technology to help in the detection and quantification of natural and man-made hazards through 

programs such as: 

#¢ the Natural Hazards and Emergency Response Program; 

+ Federal Nuclear Emergency Plan and related Chemical, Biological Radiological Nuclear 
Research and Technology Initiative — not yet fully met given that additional technical and 
scientific expertise is required to continue to enhance Canada’s nuclear hazard response. 


Meeting Canadians’ security and safety needs — Continue to work on initiatives to: 

#¢ maintain the international boundary line and vista; 

*¢ protect citizens from the use of explosives (Explosives Act); 

#¢+¢ help eliminate the use of diamonds to fund global conflicts; 

*¢ implement the necessary policies, legislation and regulations to enhance the security posture of 
Canada's critical energy infrastructure and thereby help reduce its vulnerability to malicious 
attack and other hazards. 


Enhancing environmental safety and security of domestic supply through pipeline monitoring — 

#¢ research characteristics of pipelines that contribute to or reduce risk of ruptures, develop remote 
monitoring systems for existing pipelines and develop construction standards for new oil and 
gas pipelines. 


Increasing the sustainability of mining — 


#¢ continue research on equipment performance, worker health and mine safety to enable mining at 
greater depths so as to extend the life of existing mines; 

+ ++ transfer technologies relating to Mine Environment Neutral Drainage (MEND) Program, which 
received a Federal Partners in Technology Transfer award; 

#¢ launch the National Orphaned / Abandoned Mines Initiative to address the legacy issues of 
Canada’s long mining history. 


Canadians safeguarded from natural hazards — 
*¢ impact of NRCan’s S&T on the identification, mitigation and response to natural hazards. 
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Strategic Outcome #5: To provide Canadians with a department that is efficiently and effectively managed. 


Key Commitments/Performance Rating 
+++ Expectations exceeded 

+¢ Expectations met 

+ Expectations not yet fully met -explain 


Advancing modern management — Undertake projects that: 
++ improve service to employees; 

++ foster a culture of knowledge sharing; 

++ fulfil corporate management responsibilities. 


Building a strong and diverse workforce — 

++ improve human resources planning and recruitment; 

++ meet official languages objectives; 

+ meet employment equity objectives — an analysis of the 2001 census data indicates that 
although some progress has been made, there are still challenges ahead in dealing with under 
representation in certain groups; 
respond to issues raised in Public Service Employee Survey 2002. 


Strengthening our information management (IM)/information technology (IT) — 

+ advance the e-government agenda with reliable information, high-performing systems and 
infrastructures — not fully met due to funding and resource limitations; some progress made on 
IT infrastructure performance and security; 
meet legislative requirements; 
meet new government policies — not yet fully met given the number of new policies introduced 
concurrently (i.e., Management Government Information Policy; IT security; departmental 
capacity). 


Efficiently delivering our S&T programs — 

+ develop a departmental S&T information system — not yet fully met given the need to comply 
with the Treasury Board Secretariat directive to limit investment in shared information system 
while it is exploring options; 
establish mechanisms to facilitate new S&T partnerships and cooperative delivery building on 
and guided by the wide range of such mechanisms currently used by the Department — not yet 
fully met given the need to deliver on other priorities of the Office of the Chief Scientist; 
define S&T infrastructure requirements. 


Managing our real property — 

+ efficient management of real property — not fully met due to funding limitations and the need to 
seek out other federal partners; a Memorandum of Understanding is currently under 
development with Public Works and Government Services Canada (PWGSC) for a “whole of 
government” approach to the re-development of the Booth Street Complex. 


Fulfilling our environmental responsibilities — 

+ modify NRCan’s environmental policy — not yet fully met due to difficulties in finding and 
retaining appropriate personnel; 

#¢ advance NRCan’s assessment and remediation of contaminated sites. 


Managing NRCan’s administrative resources responsibly — 
#¢ NRCan is a productive, healthy and sustainable workplace — complete the Support Services 


Study which will lead to improved services for the delivery of our programs, science and policy. 
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2. Parliamentary Committees — Recommendations — In response to the 
recommendations outlined in the 6” Report of the Standing Committee on Government 
Operations and Estimates, information is provided below on parliamentary committee reports 
pertaining to NRCan’s work for 2003-04. 


Gasoline Prices in Canada — On November 7, 2003, the House of Commons Committee on 
Industry, Science and Technology tabled a report entitled Gasoline Prices in Canada. The 
Committee had set out to investigate the causes of the recent increases in gasoline pricing and its 
impact on the Canadian economy. In terms of federal government action, the Committee was 
satisfied that the Competition Bureau had sufficient powers, personnel and resources devoted to 
overseeing competitive aspects of the petroleum industry. The Committee recommended that the 
Government of Canada create and fund a Petroleum Monitoring Agency with a three-year 
mandate to collect and disseminate, on a timely basis, price data on crude oil, refined petroleum 
products, and retail gasoline for all relevant North American markets. A copy of the complete 
report is available on Canada’s parliamentary website at 

http://www. parl.gc.ca/InfocomDoc/Documents/37/2/parlbus/commbus/house/reports/instrp05/03 
-cov2-e.htm. 


The Government’s April 2004 response to the Committee’s recommendation included the 
following: “The Government believes, however, that its current activities, when combined with 
information collected and widely distributed by the private sector, other governments, and 
agencies, provide the most practical and cost-effective method of informing the consumer......We 
believe that the government activities outlined above, when combined with the efforts of other 
governments, organizations, and the private sector, represent an approach to informing the 
consumer that respects jurisdictions and provides the best value for money, properly balancing 
the need for broadly available information on gasoline pricing with demands for fiscal 
responsibility at the federal level.” 


The complete response can be found at: 
http://www.parl.gc.ca/InfoCom/PubDocument.asp?FileID=80195&Language=E. 


Climate Change: We Are At Risk — In its June 2003 interim report entitled Climate Change: We 
Are At Risk, the Standing Senate Committee on Agriculture and Forestry instructed several 
departments to provide the Committee with specific recommendations to be considered for 
inclusion in a final report. In September 2003, NRCan made recommendations with a particular 
focus on the forestry sector and adaptation. 


A copy of the Committee’s final November 2003 report is available on Canada’s parliamentary 
website at: http://www.parl.gc.ca/37/2/parlbus/commbus/senate/com-e/agri-e/rep-e/repfinnov03-e.htm. 


There was no official government response requested for this report. 


Information on pursuing Canada’s Kyoto greenhouse gas reduction targets through national 
forest-related initiatives can be found on page 38. 
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Canada’s energy, forestry, minerals and metals sectors are vital components of our overall 
economy and society and make important contributions at global, continental, national and local 
levels. Canada’s energy and natural resource sectors are global players, both in terms of trade and 
international investment. The sectors are a cornerstone of the Canadian economy, providing high- 
paying jobs to more than a million Canadians, a foundation for more than 600 communities 
across Canada, and representing a driving force in building Canada’s future. 


Canada’s resources contribute to sustainable development in many countries around the world 
through a wide variety of applications. Canada’s knowledge, experience and technology in the 
sustainable development and use of energy, forests and minerals and metals, and our expertise in 
earth sciences, has enabled us to become world leaders in an increasingly competitive global 
market place. With the second-largest crude oil reserves in the world, over 100 000 megawatts of 
viable hydroelectric generation potential, 10 percent of the world’s forests, reserves of over 

60 major minerals and metals, 20 percent of the world’s fresh water, and a public geoscience 
knowledge base that supports decision-making for sustainable development, Canada is 
positioned to maintain that leadership for many years to come. 


Sustainable development and use of our vast energy and natural resources is the cornerstone of 
Canada’s success. The decisions that are made today about how we produce, consume and trade 
our forest, mineral, and energy resources, will affect our economy and communities, demonstrate 
our responsibility to the environment and future generations, and help define us as a society. 
However, while sustainable development presents many opportunities for Canada, it also 
presents challenges. Canada’s resource sectors faced a number of specific challenges that 
dominated the operating context for 2003-04. 


First and foremost, climate change continues to be one of the most significant challenges to 
sustainable development in Canada. There is compelling scientific evidence that human activity, 
particularly activities associated with energy use and deforestation, is affecting the world’s 
climate by accelerating the concentration of greenhouse gases (GHG) — most importantly, carbon 
dioxide — in our atmosphere. Key to Canada’s efforts to address climate change will be the 
reduction of GHG emissions in the housing, transportation, commercial and institutional 
buildings sectors as well as from large final emitters such as oil and gas, electricity generators 
and mining and manufacturing. NRCan has responded to the challenge of climate change 
accordingly, and accomplished several notable achievements in 2003-04, including the 
development and implementation of a major mitigation strategy covering all key sectors of the 
economy and a strategic technology package, and the successful engagement of industry and the 
provinces. NRCan also continued to strengthen its position as a leader in both research and 
policy aspects of climate change impacts and adaptation. The Department is working with 
stakeholders to develop an understanding of the existing and future risk of climate change, as 
well as ways to increase their resiliency to future changes in climate. Projects based at NRCan 
have addressed the vulnerabilities of coastal communities, northern regions underlain by 
permafrost, and climate-induced changes in disturbances in Canada's forests. 
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There are continued concerns about the health impacts of air, water and land pollution as a result 
of resource development and use. The use of large quantities of water for oil and gas 
development in Alberta has become a key issue for the industry — conventional oil water flooding 
and water withdrawal for oil sands development can consume large amounts of fresh, potable 
water. Wildland fires are increasingly becoming a threat to communities in Canada, impacting 
our safety and security as well as our environment and economic well-being. The devastating 
impacts of forest fires garnered much attention from the media and the public throughout 2003- 
04. NRCan was a key player in the federal response to this emergency, offering analysis, support 
and concrete help to people and communities affected by the disaster. The Department has 
focused its attention on key sustainable development issues, including these noted above, and has 
strengthened its capacity to manage horizontally — essential to the integrated nature of sustainable 
development. Our work on sustainable development contributes in a fundamental way to the 
health, safety and security of Canadians. 


Resource sectors face regulatory complexities that could impede investment, particularly 
affecting offshore oil and gas and big electricity projects. Smarter, more flexible regulatory 
regimes will be key to sustaining Canada’s competitiveness in the 21“ century, and preserving 
and enhancing the well-being of Canadian communities that depend on healthy and vibrant 
natural resource sectors. Federal regulators are working to find better ways to regulate while 
protecting the health and safety of Canadians and the environment, and to encourage 
coordination among regulators. NRCan has been a driving force behind the Atlantic Energy 
Roundtable, a key deliverable of which is the establishment of a clear and predictable process 
that reduces project approval times for future offshore oil and gas projects. 


Many of the issues that impact sustainable development globally cannot be addressed by one 
country acting alone. Global issues require international solutions and leadership. It is in 
Canada’s interest to adopt and implement sustainable development at home, and promote it 
abroad. In September 2003, NRCan, in collaboration with the Province of Quebec, hosted the 
first World Forestry Congress in Canada, which provided an opportunity for Canada to 
demonstrate the importance of sustainable development in the forest sector. The Department also 
provided strategic guidance and leadership to the establishment of the Intergovernmental Forum 
on Minerals, Metals and Sustainable Development, a global mechanism to address mining and 
metals issues in the context of sustainable development that garnered support of key international 
organizations and over 53 countries. 


On the management side, NRCan has developed an action plan to reform support services in the 
Department, an initiative which will position us as a visible supporter and potential leader in the 
move to government-wide shared services. In 2003-04, a team of consultants and staff reviewed 
all support activities in the Department, and developed a strategy to reorganize these activities, 
including a shared services office for common services. This initiative is currently being 
implemented, with the aim of generating significant savings while improving services. NRCan 
has also made strides to strengthen science management, notably with the creation of the Office 
of the Chief Scientist in October 2003, which will foster stronger linkages between science and 
policy across the Department. As well, NRCan enhanced its policy capacity through a targeted 
policy analyst recruitment initiative, resulting in 22 new staff. 
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Finally, in 2003-04, NRCan developed a vision of a 
sustainable future, in consultation with partners and 
stakeholders, that guides our efforts in support of sustainable 
development at home and around the world (refer to sidebar). 
This vision guides the Department’s third Sustainable 
Development Strategy, tabled in Parliament on February 16, 
2004. In order to realize the vision, NRCan identified the 
threats or key policy challenges that NRCan must work to 
address. Though not exhaustive, these challenges contribute to 
NRCan’s operating context — the significant and essential 
challenges that we must work with partners and stakeholders 
to address in order to realize the long term vision of a 
sustainable future: 
¢ addressing climate change — helping Canadians take action 
to reduce GHG emissions and adapt to the effects of climate 
change; 


* building sustainable development capacity — helping 
Canadian resource industries, communities and individuals 
make better decisions that advance sustainable development, 
as well as improving NRCan’s ability to contribute to 
sustainable development; and 


¢ providing global leadership on sustainable development — 
ensuring that Canada 1s globally recognized as a responsible 
steward of our natural resources and as a leader in advancing 
sustainable development internationally. 


Strategic Outcomes — The Department’s five strategic 

outcomes and their associated objectives provide the 

foundation for the Department’s efforts to advance sustainable 

development. NRCan plays a significant role in the 

transformation of Canada’s natural resource sectors in the 

21st century through its leadership on sustainable development 

policy and practices. The Department provides Canadians 

with: 

1. information to make balanced decisions regarding natural 
resources; 


NRCan’s vision for a 
sustainable future 


Canada’s natural resource sectors will 
forge new thinking, build alliances and 
invest in innovation, making significant 
contributions to sustainable 
development within Canada and around 
the globe. As a nation we will see 
advanced levels of corporate and 
consumer knowledge, growing 
commitment to social and 
environmental responsibility, and 
adoption of life-cycle approaches to 
resource development and use. 
Canadians will have the knowledge and 
ability to seize opportunities, address 
challenges, compete successfully in the 
global marketplace and generate 
continued social and economic benefits. 


Canada will be recognized as a world- 
leading provider of innovative 
products, practices and technologies, 
and respected worldwide for 
stewardship of our natural resources. 
Natural Resources Canada’s leadership 
on sustainable development policy and 


practices, investment in research and 
development, and commitment to 
knowledge, capacity building, and 
science and technology will play a 


significant role in turning this vision 
into reality. We will work with 
stakeholders to ensure prosperity in 
Canada’s cities, rural areas and 
Aboriginal communities, and with our 
global partners to advance sustainable 
development around the world — raising 
quality of life at home and abroad. 


2. sustainable economic, social and environmental benefits derived from natural resources for 


present and future generations; 


os 


safety and security in the natural resource sectors; and, 
5. adepartment that is efficiently and effectively managed. 


strategies that reduce environmental impacts in the natural resource sectors; 


This document presents the Department’s performance for 2003-04 organized by these five 


strategic outcomes. 


Context 
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IV Performance Discussion by Strategic 


Outcome 


Section IV summarizes NRCan’s key accomplishments by the Department’s five strategic 
outcomes. It also reflects accomplishments from NRCan’s Sustainable Development Strategy 
(SDS) which is aligned with the same reporting structure. Information about accomplishments 
not appearing in this report can be found on the Department’s main web site at 


http://www.nrcan.gc.ca. 


Strategic Outcome #1 - To provide Canadians 
with information to make balanced decisions 
regarding natural resources. 


Intermediate to Immediate Performance Indicators 
Outcomes 


Easily accessible and integrated User satisfaction with relevance, accessibility and quality of 
knowledge on the state of Canada’s information. * 

landmass and natural resources, and the Public awareness of the importance and relevance of the natural 
economic, environmental, and social resources sector, its issues, and NRCan’s S&T. 

dimensions of their use. Adoption of NRCan-supported technology and practices. 


Greater national and international Participation in, and influence on, national and international 
cooperation and consensus on sustainable multi-stakeholder approaches to sustainable development issues.* 
development issues, policies, goals and Degree of leveraging by NRCan from shared S&T projects. 
actions. 


Fiscal, regulatory and voluntary Participation in, and influence on fiscal, regulatory and voluntary 


approaches that encourage the sustainable sustainable development initiatives. 
development of natural resources. Influence of NRCan’s S&T-based recommendations on 
regulatory regimes. 


* Performance discussion on these specific indicators is presented in a table format on pages 19 and 20. 


Programs and Resources 

NRCan spent $188.2 million or 15.5 percent of its total actual expenditures of $1,215.4 million 
on this strategic outcome. The bulk of the spending was devoted to activities relating to 
geoscience and geospatial information ($22.7 million); policy R&D and program support 

($83.8 million); and S&T and innovation ($74.7 million). These programs/activities all 
contribute to the betterment of Canada as a whole under the federal government’s Communities 
and Effective Government priorities. A detailed breakdown of actual spending by major activities 
and strategic outcome is provided in Annex B, Table 4. 
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Performance Discussion 


Creating and sharing knowledge 
through the Internet — NRCan On-Line 
(NOL) is a department-wide initiative to 
mobilize knowledge and to identify and 
nurture opportunities for service 
transformation to improve service delivery to 
citizens, clients and employees, using the 
Internet where appropriate ($1.5 million). The 
NOL Secretariat championed the role of 
knowledge services through its participation 
on the Service Vision for Canadian Board of 
Directors, Executive Committee and working 
groups, as key services for the Government of 
Canada. Expectations were exceeded in this 
area as these services are now clearly captured 
in the Government’s Service Vision 
documents and are a key priority in initiatives 
such as the Infrastructure for Science 
Information in Canada. 


Spotlight 


Case Studies 


With the evolution of Government On-Line 

(GOL) and the recognition that departments 

must proceed with implementation by using 

their own resources, NOL redefined the 

Department’s key services into broad 

groupings aligned to the emerging federal 

government service vision: 

* scientific and technical data and 
publications; 

¢ knowledge products; 

¢ geographical application; and 

* access to NRCan’s information and 
Services. 


Given that this redefinition was completed 
before departments were required to submit 


their GOL report, this enabled the Department 
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to exceed expectations by demonstrating the 
maturity of our services. 


NOL continues to move the Department along 
the road to e-government. In that light, the e- 
Government Capacity Check was completed 
providing an assessment of the Department's 
current capabilities against a set of established 
criteria. The priorities for action generated by 
the process were reviewed together with the 
results of the Information Management 
Capacity Check to ensure integration of 
investment in key priority areas. This 
additional step caused unanticipated delays in 
the production of the action plan. 


NRCan led an inter-departmental web 
mapping and visualization initiative to explore 
opportunities for an integrated approach across 
16 federal departments and agencies. The 
results of this work include a long term vision 
for web mapping across the federal 
government and are being handed over to the 
Inter-Agency Committee on Geomatics for 
inclusion in the strategic planning exercise for 
“geomatics” across the federal government. 
More information can be found at 


http://wwwint.nrcean.gc.ca/nol- 
red/homepage_e.html. 


Did you know? In 2003-04, NRCan received 
1,600 calls from the media seeking information on 


natural resources issues. There were over 
300,000 visitors to the on-line News Room and over 
1.3 million to NRCan’s Internet site. 


Furthering strategic partnerships in 
Canada’s forest sector — NRCan is 
actively engaged in sustainable forest 
management partnership initiatives that bring 
together the views, goals, and forest objectives 
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of governments, industry, academia and 
diverse forest interests. 


National Forest Strategy and Canada Accord 
— In collaboration with the National Forest 
Strategy Coalition (http://nfsc.forest.ca) and 
other stakeholders, NRCan played a central 
role in developing Canada’s fifth National 
Forest Strategy (NFS) (2003-2008), A 
Sustainable Forest: The Canadian 
Commitment. The third Canada Forest Accord 
was signed by the Minister along with some 
55 diverse organizations and companies. These 
documents were launched at the 9" National 
Forest Congress (Ottawa, May 2003), and 
featured at the XII World Forestry Congress 
(Québec City, September 2003). 


Model Forest Program (MFP) - Canada’s 
MFP 1s a national partnership initiative with 
industry, other governments, Aboriginal and 
local communities, environmental and 
academic groups which promotes innovative 
forestry practices and demonstrations through 
eleven model forests partnerships across 
Canada. In 2003-04, the MFP initiated a 
myriad of research projects and outreach 
activities in leading edge wildlife research, 
local level carbon accounting modelling, 
sustainability codes of conduct for woodlot 
managers and contractors, Aboriginal forestry, 
and forest management scenario planning. A 
key focus is sharing model forests’ experiences 
and knowledge through partnership activities 
“beyond the boundaries”. This past year, 
Canada’s model forests provided assistance to 
sustainable forestry initiatives not only within 
model forest areas but also “beyond the 
boundaries” in Labrador, Prince Edward 
Island, Latin America and Europe. The 
Program spent $7.5 million in 2003-04 while 
leveraging $5 million in cash and an additional 
$6 million in in-kind contributions from model 
forest partners ( www.ModelForest.net). 
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First Nations Forestry Program (FNFP) — 
NRCan and Indian and Northern Affairs 
Canada (INAC) are working toward improving 
economic conditions in status First Nation 
communities through the delivery of the FNFP 
(www.fnfp.gc.ca). In 2003-04, the FNFP 
supported the development of 26 forest 
management plans leading to subsequent 
business start-up activities. Improved forest 
management continued on reserve lands, as 
evidenced by increased forest certification, 
increased negotiations of provincial forest 
tenure agreements, as well as new forest 
related business ventures. As examples, Eel 
Ground First Nation in New Brunswick took 
steps toward Forest Stewardship Council 
certification, and Lac Seul First Nation in 
Ontario, in partnership with Buchanan Forest 
Products, developed a forest management plan 
that increased the First Nation’s involvement 
in off-reserve forest management. 


Did you know? First Nations bands and 
organizations submitted 273 proposals with a value 
of $30 million for funding assistance. Of these, 

165 projects, having a total value of $21 million, 
were approved with FNFP contributing $3.6 million 
to overall project costs. Of FNFP funds, $725,000 
supported 36 forestry initiatives both on and off- 
reserve and $1.8 million supported 87 projects in 
areas such as forestry-related feasibility and business 
studies, and opportunities for First Nations to work 
with the forest industry in specific forestry-related 
projects on industrial lands. Over 1,000 First Nations 


workers received valuable work experience while 
participating in these projects. 


In 2003-04, the FNFP was instrumental in 
brokering a broadly-based Aboriginal forestry 
initiative in New Brunswick. This $4 million, 
multi-partnership, 4-year training and job 
placement program is expected to create and 
retain 180 full-time jobs for Aboriginal people 
and provide forestry employment-related 
training and training upgrading for 700. 
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FNFP’s contribution is $200 thousand over the 
four years. 


In British Columbia, there is a substantial on- 
going effort to work with First Nations to 
address the Mountain Pine Beetle infestation 
on reserves lands. In 2003-04, 21 projects were 
initiated to address the problem. 

Total funding for the FNFP (2003-08) is 

$6.5 million annually, funded equally by 
NRCan and INAC. 


Collaborative forest science research 
partnerships and agreements — In 2003, 
NRCan established over 50 collaborative 
research agreements with agencies, and 
received in excess of $9 million from external 
national and international partnerships 
including the Canadian International 
Development Agency (CIDA) and the 
Canadian Space Agency. Through Science 
Works, a partnership with Algoma University 
College, NRCan facilitates the sharing of 
expertise and resources. The Department has 
been a key player to obtain approval, by the 
Canadian Foundation for Innovation of a 
Research and Development Centre in Quebec, 
to develop value-added bio-products. 


Through the Forest Research Partnership with 
the Government of Ontario and Tembec, 
NRCan’s research has enhanced the forest 
industry’s ability to make investment decisions 
and has increased its ability to make future 
projections around inventory and wood supply. 
NRCan’s S&T forest partnerships have 
enabled companies such as J.D. Irving to 
propagate over one million trees derived from 
high-value parent stock tissue cultures. 


NRCan’s biotechnology research has resulted 
in collaborative commercial agreements with 
private sector partners to develop commercial 
scale somatic embryogenesis (tree cloning) 
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technology allowing for the mass propagation 
of superior tree seedlings. 


In 2003, the Canadian Forest Innovation 
Council, an executive body composed of 
representatives from industry and the federal 
and provincial/territorial governments, was 
established. The Council seeks to improve the 
innovative capacity of the Canadian forest 
sector to promote industry profitability, 
environmental quality and community 
stability. It provides a forum for a national 
innovation agenda and promotes forest sector 
innovation goals. 


Promoting sustainable forestry and 


knowledge development — In 2003-04, 
Canada enhanced its international reputation as 
steward of sustainable forest management by 
hosting the XII World Forestry Congress and 
by releasing its revised Canadian Council of 
Forestry Ministers’ (CCFM) Criteria and 
Indicators framework of sustainable forest 
management. Under the auspices of the United 
Nation’s Food and Agriculture Organization 
(FAO), Canada hosted the XII World Forestry 
Congress in Quebec City, in September 2003. 
The Congress, co-organized by NRCan and the 
Ministere des ressources naturelles, de la 
faune et des parcs du Québec, attracted over 
4,000 individuals from some 140 countries, 

50 keynote speakers and 200 other forest 
experts, 1,036 voluntary papers, 32 invited 
papers, and 456 posters. 


Did you know? Over a dozen foreign forest ministers 
participated in the Congress. More than 

300 Indigenous Peoples from around the world took 
part in a two-day, international Indigenous Peoples’ 
Forum. At least 280 youth from across Canada and 
other countries participated in a special, all-day 
Youth Event and some 930 people representing 


150 organizations and nations participated in the 
Congress as exhibitors. 
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The Congress led to the release and adoption 
of the “Quebec Declaration”- a Final 
Statement: Forests, Source of Life on 
worldwide sustainable forest management. The 
statement, which sets a vision for the future of 
the world’s forests, recognizes the importance 
of the economic, social and environmental 
pillars of sustainable forest management and 
emphasizes the pursuit of broad societal goals 
of poverty alleviation and human development. 
As custodian of the Final Statement, NRCan 
will continue to demonstrate that Canada is 
fully committed to pursuing the statement’s 
forest vision and sustainability goals. 


Canada provided approximately $1.75 million 
to facilitate the participation of developing 
countries at the Congress. Of this amount, 
more than $1 million was provided by CIDA, 
NRCan, HRDC and INAC. 


NRCan supported the CCFM through two 
years of rigorous review which culminated to 
the release of its revised framework of 6 
criteria and 46 indicators of sustainable forest 
management. The revised framework reflects 
advances in science, improvements in 
information systems, and forest inventories 
and data availability. In September 2003, the 
Montreal Process member countries also 
agreed to review their C&I framework to take 
advantage of scientific and technical advances 
to improve reporting. 


In 2003, NRCan’s fire systems were marketed 
internationally to Southeast Asia, the U.S.A. 
and Mexico. The Southeast Asia Fire Danger 
Rating Systems Project is focused on 
adaptation and implementation of the 
Canadian fire danger rating system. Working 
with Indonesian and Malaysian agencies, 
NRCan specialists have successfully trained 
users and have facilitated technology transfer. 
In 2003, NRCan developed a model to 
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improve forecasting of investment change 
impacts on forest community growth and 
stability. It also published an economic study 
of potential mountain pine beetle impacts in 
British Columbia (B.C.). Public attitudinal 
studies were completed that will assist Parks 
Canada managers in the control of major 
threats to park ecosystems. A synthesis of 
recent research projects in B.C. was published 
that identified indicators of community 
stability. NRCan also released its 13" edition 
of the State of Canada’s Forests presenting a 
perspective of what Canada’s forest sector may 
look like in the future 


http://www.nrcan.gc.ca/cfs-scf/sof/. 


Delivering geospatial information on 
the Internet — GeoConnections is a federal, 
provincial, territorial government, industry, 
and academic partnership initiative to develop 
a Canadian Geospatial Data Infrastructure 
(CGDI) and make Canadian geographic 
information interoperable and accessible on 
the Internet (http://www.geoconnections.org). 
This enabling infrastructure contributes to the 
Canadian economy 
and society by 
supporting a wide 
range of key public 
priorities including 
disease surveillance, 
disaster 
management, 
sustainable 
development and 
land-use and 
resource 
management. In 
2003-04, NRCan 
spent $11 million to 
meet the key 


Canadian geographic information 
‘ . onthe Internet supports a wide 
commitments of this range of key public priorities. 


initiative. 
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Signatories to the Ministerial Canadian 
Geomatics Accord now include 12 of 

13 provincial and territorial jurisdictions, and 
several federal departments. In addition, many 
provinces and territories have agreements with 
GeoConnections to make data available and 
accelerate its release and use through the 
GeoBase portal (http://www.geobase.ca) that 
was launched in November 2003. Moreover, as 
a part of the Access Node, the Public Agency 
Connectivity Program entered into 

18 agreements with various national thematic 
joint federal/provincial initiatives and some 
provinces. These agreements co-fund the 
publication of geographic information to 
CGDI standards and specifications. Signatories 
include: British Columbia, Saskatchewan, 
Ontario, Nova Scotia, Newfoundland, National 
Forestry Information System, Canadian 
Geoscience Knowledge Network and the 
Atlantic Coastal Zone Information Steering 
Committee. 


Did you know? With 109 projects funded by its 
Sustainable Communities Initiative (SCI), 
GeoConnections has empowered 200 rural, remote 
and Aboriginal communities/municipalities in 
Canada. These communities have improved their 
ability to plan and make decisions towards a 
sustainable future through the use of modern 
geomatics techniques. An independent evaluation 
reported that SCI demonstrated a high level of 
responsiveness to its primary stakeholders and has 


been effective in assisting the community-oriented 
programs. It has built demand and a foundation 
critical for the further incorporation of geomatics in 


decision-making for communities. 


Federally, GeoConnections has rejuvenated the 
federal Inter-Agency Committee on Geomatics 
([ACG) to better collaborate and enhance the 
integration of federal geomatics activities, 
minimizing overlap and eliminating 
duplication. The IACG, with representatives 
from over 12 federal departments and central 
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agencies, have made decisions on important 
policy issues such as implementation of 
standards and endorsement of common data 
licences. Discussions are ongoing regarding 
other issues such as the development of a 
federal geomatics policy and strategy. 


By assisting the Canadian geomatics industry 
through matching up to 50 percent of 
development costs, collaboration through 
GeoInnovations has resulted in 72 projects that 
have enabled Canadian companies to create 
new world-class technologies and expertise 
that, in conjunction with their use of 
internationally recognized standards has led to 
follow-on business in overseas markets, 
enhancing their international competitiveness. 
Evaluation of the program has revealed 
sizeable follow-on projects, job-creation, 
development of new industrial expertise and 
improved competitiveness, and accelerated 
innovation and technology development. 


Through a single web site, citizens, private 
industry, communities and government 
agencies can access geographic data holdings 
from a wide range of sources that were 
previously neither available nor compatible 
The new version of the GeoConnections 
Discovery Portal launched in 2004 provides 
improved support for multi-lingual content, 
ranks results of searches according to 
relevance and enhances “back-office” support 
for the development of web portals 
(http://geodiscover.cgdi.ca). Over the course of 
the reporting period, the Portal was accessed 
by 600,000 user sessions and provided 
293,000 “back-office” services to web portals. 


In addition, GeoConnections has simplified 
access and use to geographic information by 
removing policy barriers that limited industry’s 
use of geospatial information through 
development and adoption of standardized 
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infrastructure and common data licensing. 
GeoConnections led the development of a best 
practices guide for the dissemination of 
government geographic data in Canada that is 
helping the harmonization of licensing terms 
and conditions across the country. This work 
has been well received by federal, provincial 
and industry stakeholders. 


The current phase of the GeoConnections 
initiative is scheduled to end March 31*, 2005. 


The decision to proceed with the risk 
assessment will be largely dependant on the 
planned extension and re-design effort for the 
follow-on phase of the GeoConnections 
initiative. Risk assessment and development of 
a risk management framework will form part 
of any follow-on proposal and would be 
conducted as part of the program and option 
analysis and policy development process. The 
timing of the policy development process is 
tentatively planned for late fall 2004. 


OK OK OK OK OK OK OK OK OK ok 
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Accessible and integrated knowledge on the state of Canada’s landmass and 


natural resources 
Performance Indicator: User satisfaction with relevance, accessibility and quality of information 
based on surveys from the Minerals and Metals Sector’s web site. 


NRCan’s Contribution 
* NRCan is a significant provider of resource related information to Canadians. To ensure that this information 
is provided in the most accessible and effective manner, NRCan is actively involved in assessing the 
satisfaction of Canadians who utilize these services. This also allows NRCan to strive for continuous 
improvements in information and service delivery. 


What Does the Graph 

Mean? 

¢ The graph presents the 
results of three user 
satisfaction surveys of the 
Minerals and Metals 
Sector’s web site. 

¢ The results of the surveys 
indicate that on average, 
greater than 65% of survey 
respondents ranked the 
Minerals and Metals 
Sector’s web site from good 


Soot Respondents that Ranked the Minerals and Metals Sector's Internet 
Site (? or Greater out of 10) 


Easytoind Usetulnessof  Nawgability Speed of 
to excellent (7 or greater hformaton hformation Download Readability 


out of 10) for each survey Comporents dssessedinthe Surveys 
year (67.5% - 1998, 


65.5% - 2000, and 70% 


2004). 

* Based on the five components evaluated, the results also suggest that client satisfaction in accessing and 
utilizing the Minerals and Metals Sector’s web site has generally remained consistent over time. 

¢« Although the same questions were asked for each survey, it is important to note that subsequent surveys were 
conducted on web sites that had been considerably modified. The sites were not only altered to incorporate 
feedback from the previous survey, but also to modernize as Internet communication evolved. For example, 
the 1998 site was organizationally based, the 2000 site was presented by subject, and the 2004 site was 
redesigned based on a common government standard. 

¢ It is also important to note that user expectations have likely changed throughout the time-frame covered by 
these surveys. In 1998, the Internet was still relatively new. By 2000, the Internet and particularly government 

Internet services, had become commonplace and users' expectations were higher. By 2004, common 

government standards were in place and users' expectations may have also been modified. 


What’s Next? 

* NRCan will be conducting a comprehensive evaluation based on all existing surveys which will, identify a 
departmental baseline level of client satisfaction, and develop a consistent department-wide survey approach. 

* NRCan is working closely with Treasury Board Secretariat and this study will be used to achieve the 

requirements of the government-wide Service Improvement Initiative which promotes a consistent approach to 

the assessment of client satisfaction and service improvement across all government departments. 
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Greater national and international cooperation and consensus on sustainable 


development issues, policies, goals and actions 
Performance Indicator: participation in, and influence on, national and international multi- 
stakeholder approaches to sustainable development issues. 


NRCan’s Contribution 
Stakeholder engagement is critical to sustainable development. NRCan facilitates a process of stakeholder engagement 
in the development, implementation and reporting on the Department's Sustainable Development Strategy (SDS). In 
addition, stakeholder engagement is a characteristic of the Department's engagement in international intergovernmental 
processes where NRCan participates in a number of international fora to advance sustainable development. 

Facilitating engagement - SDS: NRCan’s process of engagement involves external stakeholders and departmental staff 
through all phases of the strategy. NRCan engages stakeholders through various media and opportunities such as: an 
external advisory panel; discussion documents and annual progress reports; an on-line tracking and reporting tool 
(http://sd-aims.gc.ca); consultation sessions; bilateral meetings; written questionnaires and correspondence; 
participation in various conferences and fora; sessions coordinated with one or more other federal departments on 
common issues; workshops with staff; web presence; and through an internal network of sustainable development 
ambassadors. NRCan's third SDS was tabled in Parliament on February 16, 2004, and benefitted from the advice and 
engagement from interested stakeholders across the country. The results of the consultations have been summarized in a 
report titled What You Said, available at http://www.nrcan.gc.ca/sd-dd/pubs/consrep2003_e.html. 

Participating in international fora: NRCan contributes to SD related initiatives through numerous international fora 
coordinated by, for example, the United Nations, the G8, the Summit of the Americas, Asia-Pacific Economic 
Cooperation (APEC), NAFTA, and the Organization for Economic Cooperation and Development (OECD). For 
example, the Department participates in the annual meetings of the U.N. Commission on Sustainable Development 
(UNCSD). The UNCSD is responsible for the implementation of the outcomes of the U.N. Conference on the 
Environment and Development held in Rio in 1992, and the World Summit on Sustainable Development held in 
Johannesburg in 2002. Additionally, NRCan participates within the U.N. Forum on Forests, the North American 
Forestry Commission, the Food and Agriculture Organization, the International Energy Agency and is providing 
international leadership to move towards an Intergovernmental Forum on Minerals, Metals and Mining. 


Significance of Contribution 
Facilitating engagement - SDS: NRCan’s experience with consultations has demonstrated that a meaningful dialogue 


with interested parties results in a credible strategy, which in turn results in commitments that make a valuable 


contribution to sustainable development. The dialogue also fosters a common understanding of the strategy among all 


partners and stakeholders. 


Participating in international fora: Key issues addressed by the UNCSD include water, energy, minerals, metals and 


mining, sustainable production and consumption - including cleaner production and resource efficiencies, corporate 


social responsibility and good governance. NRCan works to ensure that the Canadian experience is well represented as 
the UNCSD addresses its multi-year work plan. NRCan has also played a strong role in shaping Canada's approach to 
the G8 initiatives associated with S&T to advance sustainable development. This includes initiatives such as energy 
efficiency, renewable energy, earth observations and anti-corruption (supporting transparency and good governance). 


What’s next? 
Facilitating engagement - SDS: NRCan will report regularly to stakeholders on the implementation of its strategy 
through the online reporting system, SDAIMS (http://sd-aims.nrcan.gce.ca). The Department will continue to seek 
advice from its external advisory panel and internal network of SD ambassadors, and other interested stakeholders to 
improve the reach and influence of the strategy. NRCan will also initiate a review of its strategy in order to assist with 
the preparations for the next strategy, due in 2006. 

Participating in international fora: NRCan will continue to contribute to and promote Canada’s sustainable 


development practices and experience through international fora. A key file, at the moment, is the development of a 
sustainable development action plan for the Arctic Council. NRCan is Canada's lead in the negotiations to develop the 
plan which is expected to go before the Arctic Council Ministerial in November of 2004. 
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Strategic Outcome #2 - To provide Canadians 


with sustainable economic, social and 
P. environmental benefits derived from natural 
resources for present and future generations. 


Intermediate to Immediate | Performance Indicators 
Outcomes 


Greater economic opportunities and Economic influence of NRCan S&T. 

encouraging investment in innovative Employment levels and productivity in resource and resource-related 
and higher value uses of natural industries. 

resources. Contribution of the natural resources sector to the GDP. 


Capital investment in resource and resource-related industries. 


Expanded access to international Value and percent of exports of resource-based products. 
markets for Canadian resource-based 

products, knowledge, technologies 

and services. 


Increased capacity of Aboriginal, rural Number of shared projects and funds leveraged with rural, Aboriginal 
and northern communities to generate and northern communities.* 


sustainable economic activity based Employment level of Aboriginal people and northern residents in 


on natural resources. resource sectors. 


* Performance discussion on this specific indicator is presented in a table format on page 30. 


Programs and Resources 


NRCan spent $535 million or 44 percent of its total actual expenditures of $1,215.4 million on 
this strategic outcome. The bulk of the spending was devoted to activities relating to: geoscience 
and geospatial information ($14.6 million); policy R&D and program support ($72 million); 
S&T and innovation support ($48.9 million); and regulation and assistance for the development 
of offshore oil industry ($380.7 million — see table 9 for more details). These programs/initiatives 
all contribute to the betterment of Canada as a whole under the federal government’s 
responsibility for: Economy, Environment, Communities, Canada and the World, and Aboriginal 
Communities. A detailed breakdown of actual spending is provided in Annex B, Table 4. 


Performance Discussion 

Promoting energy diversity — Energy and investment, and revenues which help 

the economy is a good news story for governments deliver the services Canadians 
Canadians. Individuals, the energy industry, want and need. Energy (all sources) contributed 
governments — all benefit from developing and $65.3 billion to Canada's GDP (comprising 


marketing Canada's energy, whether sold for 6.2 percent of Canada's total GDP) and 
use in Canada or for export. The energy $33 billion to Canada’s balance of trade in 


industry is a source of high paying jobs, 2002. 
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Nuclear energy option - Nuclear energy 
continued to play a significant role in meeting 
Canada's overall energy requirements given that 
it provided 13 per cent of Canada's total 
electricity needs. The review of Atomic Energy 
Canada Limited (AECL) announced by the 
Minister in March 2003 was carried out over 
the year. The AECL Commercialization 
Feasibility Study was conducted by three 
former senior Finance officials, as well as 
NRCan and AECL staff, with BMO Nesbitt 
Burns acting as financial advisers. The study 
was completed in December, 2003 and its 
recommendations are currently under 
consideration by the Government. 


Production of renewable energy — The four- 
year program (2002-06) “Improving the 
Economics and Efficiency of Conversion of 
Renewable Energy to Electricity Including 
Related Storage, Hybrid, and Systems 
Technologies” aims to improve the economics 
and efficiency of conversion of renewable 
energy to electricity including related storage, 
hybrid, and systems technologies. NRCan 
spending for 2003-04 was approximately 
$1.9 million. 


New systems or components developed or 
tested in 2003-04 point to promising 
advantages in efficiency and cost-effectiveness 
over existing ones and hence potential 
manufacturing opportunities. They include: 


* three technologies developed by NRCan for 
producing electricity from biomass that were 
scaled up by industrial developers, two to 
industrial scale and one to pilot scale 
demonstrations; 


three tools for small hydro site assessment 
and design, including one for stream flow 
simulation and flood frequency analysis and 
an AutoCAD-based preliminary design tool; 
and 
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¢ improved efficiency and control of the 
maximum power output in high winds of a 
60 kW wind turbine, and an efficient new 
10 kW direct-drive generator design (a 
prototype will be tested at the Atlantic Wind 
Test Site in P.E.I.). 


Did you know? In 2003-04, a project was started in a 
subdivision in Okotoks, Alberta, using a novel method 
of heating a community. The heating system will use a 
bore-hole to store thermal energy derived from solar 
panels, which will be installed on all garages with 
suitable orientation in the subdivision. Individual 
homes in the subdivision will be connected to a 


district heating system that will draw the energy from 
the bore-hole storage system. This project 
incorporates the environmental and economic benefits 
of seasonal energy storage, solar energy, and district 
energy supply and will provide extremely useful 
information for the development of similar synergistic 
energy supplies. 


Renewable energy technologies and integrated 
systems in off-grid/remote communities — The 
four-year program (2002-06) “Application of 
Renewable Energy Technologies and Integrated 
Systems in Off-grid/Remote Communities” 
promotes the use of energy from renewable 
sources in off-grid systems. NRCan spending 
for 2003-04 was approximately $1 million. 


An example includes the Department 
partnering with the Yukon Energy Solution 
Centre (YESC) and the Canadian Mortgage and 
Housing Corporation (CMHC), and inviting 
experts from academia and the private sector in 
Whitehorse to evaluate renewable energy 
technology use and energy efficiency options 
for three representative off-grid residences in 
the Yukon. The Department also collaborated 
with YESC to undertake the first ever energy 
audits of 31 off-grid houses in the Yukon to 
develop baseline information. NRCan also 
initiated a new partnership with the Nunavut 
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Housing Corporation, Nunavut Power Corp., 
CMHC, INAC, and the Federation of Canadian 
Municipalities, to develop and demonstrate 
integrated power delivery systems and 
renewable energy technology products in new 
and existing housing stock.Further information 
on renewable energy technologies can be found 


at:http://www.canren.gc.ca/default_en.asp and 
http://www.retscreen.net/ang/menu.php. 


Hydrogen production and storage - NRCan 
prepared a draft R&D plan for a new four-year 
program (2004-08) “Hydrogen Energy 
Economy” that will focus on activities in the 
areas of fuel cells, hybrid electric vehicles and 
hydrogen. Spending for 2003-04 was 
approximately $1.3 million. Moreover, the 
Department strategically planned and designed 
its newly-integrated R&D activities in the areas 
of fuel cells, hybrid electric vehicles and 
hydrogen. 


NRCan also announced plans for a hydrogen 
roadmap to determine if the development of 
hydrogen technologies can be accelerated 
within the timetable of greenhouse gas 
reductions in the Climate Change Plan for 
Canada to yield a visible contribution at a 
reasonable cost. 


Did you know? The Renewable Energy Deployment 
Initiative (REDI) is a program to stimulate the market 
demand for commercially reliable, cost-effective 
renewable energy systems for space and water heating 
and cooling. The REDI offers businesses and 
institutions a financial incentive of 25 percent of the 
purchase and installation costs of a qualifying system, 
to a maximum of $80,000. In remote areas, the 
incentive increases up to 40 percent. REDI will also 
support small scale pilot projects intended to establish 


the effectiveness of large undertakings, in markets 
other than businesses and institutions, for example the 
residential sector. During 2003-04, 89 projects were 
completed with a federal contribution of 


approximately $5 million. 
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Ensuring an internationally 
competitive mining tax regime — The 
reserve levels of Canada’s most important 
metals continue to be of concern, but recent 
signs are encouraging. Exploration and deposit 
appraisal spending has shown a steady increase 
since 2000, nickel reserves have risen, and it is 
much easier for junior companies to finance 
their projects. 


The sustained increase in exploration and 
deposit appraisal spending is partly due to the 
continuation of the 15 percent federal 
Investment Tax Credit for Exploration, which 
was extended for another year in Budget 2004, 
and to complementary provincial tax 
incentives. NRCan provided leadership to the 
Intergovernmental Working Group on the 
Mineral Industry and advice and analysis to 
Canadian Mines Ministers and Finance Canada 
on extending the tax credits linked to flow- 
through shares. The resulting extensions of the 
federal tax credit will allow mining companies 
to raise funds until the end of 2005 and to 
spend them up to December 31, 2006. 


Flow-through-share funding for exploration 
work in Canada has risen from $63 million in 
1999, before the introduction of the tax credit, 
to over $300 million in 2003, helping Canada 
become the top destination in the world for 
exploration. Canada is the world leader in 
equity financing of exploration companies; in 
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2003, 45 percent of the more than $12.7 billion 
raised worldwide was for companies listed on 
Canadian stock exchanges. Flow-through 
shares can only be used in Canada, and they 
ensure that companies invest in Canada a 
significant proportion of all the funds they 
raise. 


NRCan is working with industry, the 
provinces/territories and Finance Canada to 
ensure that mining is not penalized by the 
effects of the federal reform on provincial 
taxation. Internationally, NRCan has provided 
information on Canada’s approach to taxation 
to South Africa, Chile, Russia and other foreign 
governments, while encouraging the use of best 
practices in resource taxation. More 
information on mining taxation can be found at: 


http://nrcan.gc.ca/miningtax. 


Measuring sustainable development in 
Canada’s minerals and metals sector — 
In 1999, NRCan initiated a multi-stakeholder 
Minerals and Metals Indicators (MMI) 
Initiative with the goal of developing a 
consensus on a framework, including national 
sustainable development goals, objectives and 
indicators, for Canada’s minerals and metals 
sector. MMI was intended to provide a means 
to determine if Canada’s minerals and metals 
mining and processing activities contribute to a 
sustainable future. Rather than focus on the 
available supply of mineral resources, the 
indicators were designed to recognize both the 
benefits and the adverse impacts of the cycle of 
minerals and metals activities from exploration, 
planning, mine development and operation 
through mine closure and reclamation, 
including metal recycling. If applied to the 
monitoring and assessment of national trends, 
MMI would support the Government of 
Canada’s decision-making, environmental 
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planning and assessment, and choice of policy 
instruments. 


During the reporting period, presentations on 
MMI were made at international venues in the 
United States, Europe and South Africa. As a 
result, MMI aroused significant international 
interest and recognition of Canada’s leadership 
in sustainable development. Feedback from 
these international presentations was thorough 
and productive. 


A multi-stakeholder MMI Steering Committee 
and Advisory Group successfully defined a 
common framework and a preliminary suite of 
indicators. These consultations helped to build 
trust and common understanding between 
diverse groups of stakeholders. As a result, the 
common framework and suite of indicators 
have the potential to be applied in a context 
other than national, such as for the 
development of local-level or community 
indicators and company performance measures 
and certification systems. 


A draft report that identifies 12 possible 
indicators for further analysis and testing was 
produced. However, due to concems about the 
feasibility of identifying and applying the 
indicators and uncertainty over associated 
logistical and resource constraints, further 
development of MMI was suspended 
indefinitely. Nevertheless, the MMI initiative 
laid a strong foundation. It built interest, 
cooperation and consensus among diverse 
communities of interest and it established a 
commonly accepted framework for sustainable 
development indicators. Communities of 
interest are encouraged to build on the 
framework and other tools developed by 
NRCan (see the MMI web site at 
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www.nrcan.gc.ca/mms/mmi) and to continue 
with this important effort. 


Stimulating new investments in 
mineral exploration — Responsible 
development of mineral and energy resources is 
the basis for future economic sustainability and 
quality of life for northern Canadians, many of 
whom are First Nations or Inuit. The Northern 
Resources Development (NRD) Program 
assists northern Canadians in attaining 
economic self-sufficiency, social stability and 
improved quality of life by stimulating new 
private sector investment in exploration and 
development. Complete information about the 
program is available at: http://nrd.nrcan.gc.ca. 


Did you know? Delivered through the NRD Program, 
the Targeted Geoscience Initiative (TGI) is designed 
to acquire new geoscience knowledge in areas of high 
energy and mineral potential with an overall emphasis 
on Canada's North. The goal is to stimulate new 
exploration activity and to facilitate the distribution of 
geoscience data on-line by jump-starting the Canadian 
Geoscience Knowledge Network (CGKN). Initially 
funded for three years in 2000, TGI was extended for 


two additional years in budget 2003. Direct funding to 
NRCan was $5 million for 2003-04 


(http://ess.nrcan.gc.ca/pri/sdev_e.php#tg1). 


With expenditures of $14.3 million in 2003-04, 
NRD & TGI project results began to increase 
their positive impacts on exploration through 
the release of new maps, databases and reports. 
On the energy side, the acquisition and 
interpretation of new aeromagnetic data from 
southern Ellesmere Island and the adjacent 
waters of Baffin Bay has led to the 
development of new ideas about the evolution 
of this northern sedimentary basin and 
implications for previously unrecognized 
hydrocarbon potential. Research in the 
Mackenzie Valley has guided the exploration 
industry to an improved understanding of the 
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rock sequence that hosts the Liard natural gas 
field, one of Canada’s newest major 
discoveries. In the Mackenzie Delta, the current 
frontier of northern exploration, new project 
results pertaining to the history and dynamics 
of the petroleum system is contributing 
positively to the exploration plans of seven 
major exploration companies that are active in 
the area. 


New mineral exploration is being stimulated 
throughout the North, where the hottest 
commodity at present is diamonds. In the 
Northwest Territories (NWT), in collaboration 
with De Beers Canada Exploration, efforts are 
underway to apply emerging remote sensing 
technologies, such as hyperspectral imaging, to 
increase the efficiency of the discovery of the 
kimberlite pipes that host diamond deposits. In 
central Nunavut, NRCan efforts to characterize 
the movements of the ancient glacial ice sheets, 
and characterize their sand and gravel deposits, 
is providing the regional geoscience context for 
numerous exploration companies that are 
hunting for undiscovered pipes. New 
information about the bedrock geology of the 
Committee Bay area of northeastern Nunavut 
and of central Baffin Island has led several 
junior exploration companies to identify new 
occurrences of gold in these essentially 
unexplored regions. The direct economic 
impact of these activities is beginning to make 
positive impacts on numerous communities in 
NWT and Nunavut. The release of new 
airborne radiometric survey results in the 
Toodoggone region of east-central British 
Columbia has resulted in increased exploration 
interest in the area around the Kemess and 
North Kemess copper-gold deposits. 


In order to increase the direct benefits to 
northerners themselves, the Program is 
increasing its emphasis on outreach and local 
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capacity building. Project scientists have begun 
to establish and solidify relationships with First 
Nations and Inuit stakeholders across the north, 
resulting in steadily increasing interest and 
participation. In addition, NRCan has made 
efforts to inform industry stakeholders of new 
results and their significance by aggressively 
disseminating technical information at 
provincial and territorial geoscience open 
houses and annual international conferences 
such as the PDAC Convention in Toronto and 
the Exploration Roundup in Vancouver. CGKN 
developed a new user interface to the Data 
Catalogue that is currently in beta testing with 
partners. The Data Catalogue has over 

190 registered users and has had over 

1050 guest sessions. Over the last 18 months, 
8,161 searches have been conducted through 
the catalogue. 


Goundwater: vital but vulnerable — 
Canadians want to ensure that there is an 
abundant, long lasting supply of clean water 
now and in the future. Groundwater is a major 
component of Canada’s water resources, 
supplying water to the homes of 30 percent of 
its people, and is the dominant source of water 
for livestock watering and crop irrigation. 
NRCan is helping with the evaluation of 
available potable groundwater by mapping and 
studying major Canadian aquifers, providing 
hydro-geological knowledge that enables water 
management agencies and well owners, to 
make decisions that result in a reliable 
groundwater supply. The main component of 
the work being conducted is the development 
of a national inventory of groundwater 
resources. In 2003-04, NRCan invested 

$2.4 million in this work. Research has 
commenced on six key regional aquifer systems 
and two thematic, local-scale aquifers. 
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In 2003-04, NRCan completed the mapping 
and studying of three of the six key regional 
aquifers to the standards suggested in the 
Canadian Framework for Collaboration on 
Groundwater which NRCan helped create. The 
mapping and studying of two thematic local- 
scale aquifers have been completed as well. 
Work on the last three key regional aquifers is 
well advanced and their full assessment should 
be completed by March 2006. 


The design, operation, implementation and 
population of the National Groundwater 
Database (NGWD) are well on track. Provinces 
and territories have agreed to share their 
groundwater data and information, which will 
be included in the NGWD. Four municipalities 
north of Montreal are using the results of the 
NRCan aquifer assessment to design their land- 
use and aquifer protection plans. Conservation 
authorities and municipal planners in Ontario 
will use results from the Oak Ridge Moraine 
aquifer assessment to provide advice to the 
government on tools and approaches to 
implement watershed-based source protection 
planning. More details on the Groundwater 
Program can be found at 


http://ess.nrcan.gc.ca/pri/env_e.php#g. 


Developing our resources sustainably — 
The Geoscience for Ocean Management 
Program (http://gom.nrcan.gc.ca/index_e.php) 
provides geoscience knowledge to help resolve 
conflicts of sea floor use, to provide a 
foundation for implementation of Canada's 
Ocean Strategy, to minimize the environmental 
impact of offshore structures, and to support 
proposals to exploit offshore resources 

($5.5 million in 2003-04). 
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In 2003-04, the program initiated surveys at 
several high priority areas across Canada. On 
the B.C. coast, surveys identified new sensitive 
marine habitats as potential Marine Protected 
Areas in the Queen Charlotte basin. The 
NRCan project data has contributed 
significantly to the Royal Society Report 
reviewing the lifting of the moratorium on 
hydrocarbon exploration in the area. 


In the Beaufort Sea, multi-disciplinary seafloor 
mapping has led to an understanding of 
engineering hazards and provided a framework 
for an engineering feasibility assessment to 
bring gas pipelines ashore. Simultaneously, 
NRCan has been able to provide critical 
information to other government departments 
(OGDs) and native communities on sensitive 
habitats and potential protective measures. 


Delivering the geoscience knowledge base to manage Canada’s 
offshore lands. 


On the Atlantic Coast, collaborative research 
with Environment Canada has enabled the 
evaluation of the impact of dredging and 
disposal of waste from harbors. Last year, 
research focused on St. John, New Brunswick, 
where new models of spoil disposal have been 
developed, leading to improvements in disposal 
policies and practices. 
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On the Scotian Shelf, compilation of existing 
data and incorporation into new map products 
led to the development of predictive models of 
environmental controls on organisms that live 
near the bottom of the oceans. These models 
have been adopted by the Department of 
Fisheries and Oceans (DFO) as one of the 
principal tools in developing a management 
plan for the East Scotian Shelf LOMA (Large 
Ocean Management Area) as defined under the 
Canada Oceans Act. 


A new map series is being developed to meet 
the requirements of integrated management in 
Canada's offshore lands. The series will 
comprise three or four maps in any one area, 
including the shape of the seabed, the sediment 
cover, and the associated benthic community 
structure. Draft maps have been completed for 
a large area of the Straits of Georgia off 
Vancouver and the scallop banks off Southwest 
Nova Scotia. The maps in Nova Scotia are 
already being adopted by DFO and the industry 
to improve sustainable management of the 
fishery. 


Enhancing the competitiveness of 
Canada’s forest sector and protecting 


forest health - NRCan is actively engaged in 
economic development programs and 
initiatives that enhance the competitiveness of 
Canada's forest sector and in forest science 
research to conserve and protect Canada’s 
forest health and create opportunities. 


Expanding Canada’s offshore market 
development opportunities -Wood product 
sales to China have risen dramatically since 
becoming a key focus of the Canada Wood 
initiative in 2001. In January 2004, China’s 
Ministry of Construction had proclaimed the 
Chinese Timber Structural Design Building 
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Code based on Canada’s wood frame 
construction standards. In 2002, Canada’s 
exports of wood products to China totaled 
about $44.8 million. Exports rose to 

$64 million in 2003 — a 30 percent increase. 
Trends indicate that wood products exports 
could exceed $100 million in 2004. In addition, 
Canada Wood is credited by the Canadian 
wood products industry for increased sales of 
prefab homes in targeted European markets. 
Canada Wood infrastructure projects now 
include in-market representation in London, 
Brussels, Tokyo, Shanghai and Beijing, Seoul 
and Taipei. These offices support market 
development activities of the wood products 
industry overseas. 


Did you know? Through a partnership funding 
arrangement among federal and provincial 
governments and the industry, Canada Wood projects 
strengthen the Canadian wood industry’s core 
competencies in market development, promotion and 
technical capabilities (i.e., through projects carried out 
in China, Japan, Taiwan, South Korea, India, 


Vietnam, continental Europe, the United Kingdom and 
Australia). On a country-by-country basis, Canada 
Wood is preparing comprehensive market 
development strategies to guide and support program 
investments. South Korea, Japan and Taiwan 
strategies are already underway, with Chinese and 


European strategies to begin later this year. 


Protecting access to foreign markets — Since 
2001, Canada and the U.S. have been 
embroiled in a softwood lumber trade dispute, 
which has seen the U.S. impose duties totaling 
27.2 percent on Canadian softwood lumber. 
Canada has been pursuing a two-track approach 
to resolve the dispute. In the first instance, 
NRCan has assisted DFAIT in preparing 
evidence for the initial U.S. duty investigations 
and continues to do so for the U.S. 
administrative review currently being 
conducted. More significantly, NRCan will 
continue to be the main economic advisor to the 
legal teams conducting the World Trade 
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Organization (WTO) and North American Free 
Trade Agreement challenges. Canada has won 
significant victories in these challenges, but 
U.S. appeals means that the legal battle will 
likely continue for some time requiring 
ongoing departmental support in developing 
Canada’s negotiating strategy. Moreover, 
Canada continued to position itself as an 
environmentally responsible forestry nation 
through the implementation of the CCFM’s 
International Forestry Partnerships Program. 
This program, aimed at counter-balancing 
negative, biased and/or incomplete forest 
information within the international 
community, supports Canada’s trade 
framework by promoting Canadian forest 
initiatives and achievements to ensure that 
trade barriers are not erected in key export 
markets. 


Protecting Canada’s forest health and 
creating new market opportunities — Ensuring 
the economic stability of Canada’s forest sector 
also requires that Canada’s forests are protected 
from alien and native pests and diseases. The 
spread of the mountain pine beetle (MPB) 
throughout Banff and Jasper mountain parks 
was slowed when NRCan collaborated with 
Parks Canada to conduct prescribed burning 
and vegetation management. In addition, 
NRCan scientists also assisted in emergency 
efforts to control the Asian Longhorn Beetle in 
Toronto, the Emerald Ash Borer in 
southwestern Ontario, the Pine Shoot Beetle in 
southern Quebec, and Sudden Oak Death 
Syndrome in B.C. Internationally, NRCan 
provided scientific support to DFAIT in 
response to a potential phyto-sanitary challenge 
to Canadian forest products at the WTO and is 
working with the North American Forestry 
Commission to develop an Exotic Forest Pest 
Information System. 
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NRCan has developed alternatives to the 
chemical control of forest insect pests and 
produced genetically improved trees. 
Environmental impact assessments of these 
new technologies were also carried-out. New 
market opportunities have been created for 
rural Canadians who harvest yew trees in 
eastern Canada for pharmaceutical companies 
that develop paclitaxel, a substance used in 
cancer treatment derived from Canadian yew 
species. 


Supporting Canada’s forest research institutes 
NRCan continued to support Canada’s three 
forest research institutes — Forintek, Forest 
Engineering Research Institute of Canada 
(FERIC) and Paprican — in their efforts to 
provide value-added products, methods and 
world-class technologies to assist Canada’s 
forest industry. In 2003-04, NRCan provided 
$13.1 million to enable them to retain their core 
competencies in the short-term and to pursue 
forestry research and technological transfer 
initiatives in partnership with stakeholders. 
NRCan co-chaired with industry the Forest 
Research Institutes Task Force, which 
developed recommendations to ensure the long- 
term financial sustainability of the institutes. 


In collaboration with four major Canadian 
universities, Forintek implemented 34 value- 
added research projects in areas such as: 


* resource characterization, manufacturing 
processes, development of new value-added 
products, and market access issues for value- 
added wood products; 


in addition to providing expert in-plant 
technical advice and guidance to Canada’s 
value-added wood products industry, 
Forintek’s research developed techniques that 
utilized infrared energy to thaw out the barks 
of frozen logs to facilitate winter debarking 
and to maximize wood recovery as well as 
pulp chip quality; 


¢ FERIC continued its research efforts in 
maximizing fiber and minimizing 
environmental impacts and cost of forestry 
operations; FERIC developed MultiDAT 
hardware to collect and analyze machine 
operation data to find efficiencies in heavy 
forestry equipment; now commercially 
available, MultiDAT is widely integrated in 
the Canadian forest industry; and 


¢ Paprican continued its research efforts in 
developing innovative technologies that 
reduce the environmental impacts of 
Canada’s pulp and paper industry; as a result 
of Paprican’s research, pulp and paper 
companies can now switch from alkaline to 
near-neutral sulphite deinking which can save 
between $5 and $10 per tonne of deinking 


pulp. 
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Increasing the capacity of Aboriginal, rural and northern communities to generate 
sustainable economic activity based on natural resources 


Performance Indicator: number of shared projects and funds leveraged under the First Nations Forestry Program (FNFP). 


NRCan’s Contribution — NRCan: encourages First Nations capacity to sustainably manage forests and to position 
communities to participate in and benefit from on- and off-reserve forest-based development opportunities; recognizes 
that 80 percent of First Nations communities are located in Canada's forest regions thus becoming important players in 
Canada's forest sector and contributor to the economy; and provides the infrastructure and coordination for the 
implementation of the FNFP, including the management committees that bring together program partners. The 
Department encourages First Nations to have direct involvement in the prioritization of regional objectives; assists in 
the development of innovative mechanism for financing First Nation forest management and development and to 


enhance First Nation capacity to sustainably manage their forest lands; promotes the outreach of valued partnerships 
with the First Nations workers and the forest industry to support their participation in the forest-based economy; 
encourages First Nations to seek out project funding support from First Nations participants and their valued partners, 
creating resourced-based opportunities for training and employment for First Nations in forestry; and continues to 
explore regional-scale initiatives that will provide increased opportunities for First Nations to increase their 
participation through employment and business opportunities in the forest-based economy. The Department also offers 
professional forestry expertise and experience and scientific and technological knowledge to Aboriginal communities. 


What Does the Graph Mean? 


- Since the inception of the First Nations Forestry 
Program (FNFP) in 1996-97, 380 First Nation 
communities have participated in 1,491 projects with 
more than 800 partners. 


-Since 1996-97, FNFP contributed $31.7 million to 
projects and leveraged an additional $87 million from 
First Nations communities and their partners in the 
private sector, provincial governments and other federal 
government departments and agencies. 


# Partners 


-Over the past five years, the number of First Nation 3 Ip Parhers 
partners has fluctuated between 75 and 105. The graph —+ Parmer $ 000s) 
shows the variance in the number of First Nations 
partners from 1996-97 to 2003-04. 


-Since the renewal of the program in 2003-04, the number of partners declined, however partner contributions have 
increased significantly. In 2003-04 partners invested $5.2 million. 


-In 2003-04, 165 proposals were approved with a value of $20.7 million; First Nations and their partners contributed 
81% toward the total project value; 27 forest management plans prepared or updated; 38 training courses supported; 
14 business plans prepared; 8 forestry development feasibility studies developed; and 1300 First Nation workers 
provided with work experience. 


What’s Next? — NRCan and partners will support sustainable forest management practices on- and off-reserve; enhance 
efforts to facilitate regional scale forestry based opportunities to ensure greater First Nation participation in Canada's 
forest sector; provide support to First Nations in the development of forestry-related economic opportunities; market 
the benefits and importance of partnerships to other levels of government and forest companies to ensure First Nations 


forestry needs are met; work with the program's provincial and territorial management committees to explore ways of 
expanding the partnership base and championing increased First Nations forestry activity in each region; and 
demonstrate that the FNFP is meeting objectives through community-based success stories, the annual report and in 
departmental publications. 
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a | Strategic Outcome #3 - To provide Canadians 
; with strategies that reduce the environmental 
jy... impacts in the natural resource sectors. 


Intermediate to Immediate Outcomes Performance Indicators 


Canada addressing its international Kyoto commitment GHG emissions compared to Kyoto protocol*; and 
to reduce greenhouse gas (GHG) emissions. GHG emissions to GDP ratio compared to other 
countries. 
Trends in use of renewable energy. 
Trends in energy efficiency.* 
GHG emissions from federal operations. 
Progress towards the identification of impacts and 
adaptation measures. 


Scientific research, technologies and stewardship Environmental influence of NRCan’s science, 
practices that reduce environmental impacts, conserve technology and stewardship practices.* 
biodiversity, and increase the efficiency of resource 

development and use. 


Canada’s environment safeguarded from the risks * Progress towards addressing hazards associated with 
associated with natural resource development and use. resource development and use. 


* Performance discussion on these specific indicators is presented in a quadrant format on pages 44-46 . 


Programs and Resources 

NRCan spent $392.6 million or 32 percent of its total actual expenditures of $1,215.4 million on 
this strategic outcome. The bulk of the spending was devoted to activities relating to ensure a 
clean and safe environment ($13.3 million); market transformation and incentives for energy 
efficiency and renewable energy ($84.6 million); policy R&D and program support 

($18.4 million); S&T and innovation support ($252 million); and stewardship of facilities in the 
NCR and workplace environment ($13.9 million). These programs/initiatives all contribute to the 
betterment of Canada as a whole under the federal government’s responsibility for: Economy, 
Environment, and Canada and the World. A detailed breakdown of actual spending on climate 
change is provided in a table format on the next page. Spending by major activities and strategic 
outcome can be found in Annex B, Table 4. 


Performance Discussion 


Addressing climate change —The year Climate Change Plan for Canada. In August 
2003-04 marked a major stepping up of federal 2003, the Government of Canada (GoC) 

actions to address climate change. Budget 2003 announced the details on the allocation of 

has provided $2 billion to address climate $1 billion from Budget 2003 towards 23 specific 
change and support the implementation of the initiatives. Many of these initiatives are new or 
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expanded NRCan energy efficiency and 
alternative energy programs to reduce 
greenhouse gas (GHG) emissions by the Kyoto 
commitment period and to develop new 
technologies that will offer longer term 
solutions. 


Planned 
Exp. 
2003-04 
($M) 


Actual 
Exp. 
2003-04 

($M) 


Program areas supporting climate 
change objectives at NRCan 


Action Plan 2000 (AP 2000) * 
Climate Change Action Fund (CCAF) 
Energy S&T programs ** 


Energy efficiency and alternative 


transportation fuels 
Renewable energy initiatives *** 
Forestry S&T 
S&T research in minerals, metals and 


materials 


Total NRCan D3 Sal 325-5 


Includes housing, building & equipment; industry; 
transportation; federal leadership; and impacts & adaptation. 
** — The actual expenditures for Energy S&T programs includes 
$125M to the Canada Foundation for Sustainable Development 
Technology. 
Information on renewable energy initiatives can also be found in 
strategic outcome #2. 


Climate change has become a major horizontal 
issue for the Department, with a range of 
activities found across its various sectors. Key 
activities are summarized below. Additional 
activities related to climate change can also be 
found under Strategic Outcome #2. 

¢ NRCan scientists, with their expertise on 
Canada’s landmass and forests, contribute to 
national and international efforts to better 
understand how climate may change as a 
result of increased concentrations of GHGs in 
the atmosphere; 

* given the important role that natural resources 
play in GHG emissions, NRCan is one of the 
lead federal departments involved in defining 
climate change policy for both domestic 
action and positioning Canada for 
international negotiations; 
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¢ NRCan is a co-lead department on the 
implementation of the One Tonne Challenge to 
encourage Canadians to take action in 
emissions reduction; NRCan played a pivotal 
role in the development of this new program, 
building on six years of work on climate 
change public education and outreach in 
partnership with Environment Canada; as of 
March 31, 2004, over 270 outreach projects 
had been funded to raise awareness of climate 
change and to promote and support community 
action; 

¢ NRCan is responsible for the development and 
implementation of most federal measures 
aimed at achieving GHG emissions reductions 
by the Kyoto commitment period of 2008-12, 
which comprise a system of regulated targets 
for large final emitters; targeted spending 
programs that promote energy efficiency and 
alternative energy sources to reduce emissions 
in other sectors of the economy; and, 
partnership funding to encourage action by 
other levels of governments; 

* with its expertise on energy technologies, 
NRCan experts contribute to the development 
of new technologies that will offer longer term 
solutions to emissions reduction; and, 

¢ NRCan is leading federal research aimed at 
identifying Canada’s vulnerabilities to a 
changing climate, a necessary step to foster 
adaptation by Canadians to minimize impacts. 


Policy development — NRCan officials led the 
federal process to develop proposals for new 
initiatives under Budget 2003. The Department 
also played a key role in the negotiation of 
bilateral Memoranda of Understanding on 
cooperation between the GoC and interested 
provinces and territories. As of March 31, 2004, 
three formal agreements had been signed with 
the Governments of Manitoba, Prince Edward 
Island and Nunavut, while other agreements 
were completed or under development. 
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With respect to international policy, NRCan 
officials participated in a number of 
international negotiations and meetings, 
including the ninth session of the Conference 
of Parties under the United Nations Framework 
Convention on Climate Change. 


As well, NRCan chairs the International 
Energy Agency’s Committee on Energy 
Research and Technology, which coordinates 
all international energy S&T agreements 
through sub-committees and working groups in 
which Canada actively participates. 


Did you know? In 2003-04, NRCan received 

$6.4 million for the Technology and Innovation 
Initiative (T&II). T&II is a five-year program 
designed to contribute to the objectives of Canada's 
climate change agenda by reducing long term GHG 
emissions by means of longer-term advanced 
technologies and enhanced innovative capacity 
through R&D, demonstration, and early adoption 
initiatives in the five strategic areas of cleaner fossil 
fuels, advanced end-use efficiency technologies, 
decentralized energy production, including 
renewables, biotechnology, and the hydrogen 


economy. During 2003-04, key achievements were 
the development of strategic plans for each area, 
launching of area specific requests for proposal, and 
ongoing support of funded projects such as advanced 
fuel cells, hydrogen roadmap for Canada, 


nanomaterials and nanotechnologies for hydrogen 
storage, advanced residential energy efficiencies, 
carbon dioxide storage and Mallik gas hydrates R&D. 


Large final emitters -- NRCan is on schedule 
with the development of an approach that aims 
to achieve reductions of 55 Mt/year from 
projected business-as-usual levels by large final 
emitting industries by the commitment period 
(2008-12). The Department published twenty 
discussion papers throughout the year 
regarding the legislative architecture and policy 
positions that will compose this approach. 
Extensive discussions with industry, provinces, 
territories, and other stakeholders took place to 
explore these and other issues related to the 
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development of the framework. Key 
accomplishments include an agreement with 
the Canadian Working Group on the Carbon 
Market — which includes leading Canadian 
corporations as well as other stakeholders — on 
the principles for the carbon market and two 
Memoranda of Understanding with industry on 
their specific reduction targets in anticipation 
of legislative authority to establish covenants. 


Energy efficiency 
About 80 percent of Canada’s total GHG 


emissions are in the form of carbon dioxide 
(CO,), mostly generated from the use of fossil 
fuels. Canadians routinely spend approximately 
10 percent of GDP on energy to heat and cool 
their homes and 
offices and to operate 
their appliances, cars 
and industrial 
processes. Improving 
the efficiency of energy use in Canada 1s a key 
component of the Climate Change Plan for 
Canada (the Plan). A series of market 
transformation programs target every economic 
sector, seeking to improve energy use by 
people and organizations. 


Energy-efficient buildings, housing, and 
equipment — NRCan met its commitment to 
promote energy efficient buildings to achieve 
on average 20 percent energy savings in the 
retrofitted floor space of recipients of financial 
assistance and to improve the energy efficiency 
of new commercial, institutional, industrial and 
multi-unit residential buildings. Under the 
Commercial Building Incentive Program 
(CBIP), NRCan provides financial incentives to 
eligible building owners to construct new 
commercial, institutional, and multi-unit 
residential buildings that are at least 25 percent 
more energy-efficient than similar buildings 
constructed to the Model National Energy 
Code for Buildings (MNECB). On average, 
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CBIP buildings are over 34 percent more 
energy-efficient than the level required by the 
MNECEB, with some buildings achieving 
reductions of 40 to 45 percent with no increase 
in capital construction costs. In 2003-04, there 
were over 100 CBIP projects compared with 
79 in 2002-03: Under the Energy Innovators 
Initiative, over 210 facilitation services such as 
energy audits, feasibility studies, and energy 
management plans were approved in 2003-04, 
compared with 108 in 2002-03. Currently, over 
1440 organizations representing about 

30 percent of the floor space in the commercial 
and institutional sector have been recruited as 
innovators. Projects receiving financial 
incentives averaged 20 percent energy savings. 
More information can be found at 


WWwW.OCEe.nrcan. 2C.Ca. 


NRCan committed to promote more energy 
efficient housing. It did so by striving to ensure 
that all new houses are built to a higher 
standard by 2010 and evaluating 

30,000 existing houses under the EnerGuide 
for Houses Initiative. NRCan met its 
commitment in new housing and exceeded that 
of existing houses with over 

50,000 evaluations. In 70 percent of houses 
evaluated, owners implemented recommended 
energy efficiency improvements. NRCan 
launched the EnerGuide for Houses Retrofit 
Incentive (EGHRI) in October 2003. The 
EGHRI, based on the successful EnerGuide for 
Houses initiative, provides performance-based 
grants to encourage Canadians to undertake 
energy efficiency retrofits of their homes. 
EGHRI maintains a database and uses 
electronic data filing to manage the process and 
to track energy and CO, savings resulting from 
participation in the program. Houses qualifying 
for a grant (averaging $630) save 25 to 

38 percent on energy bills and reduce GHG 
emissions by an average of 4 tonnes per house 
each year. Since the announcement of the 
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grant, program uptake has increased over 

400 percent. Under the program, 56 new 
marketing licenses were issued in the 2003-04 
fiscal year. The R-2000 Standard initiative 
renewed 100 percent of delivery agents and 
80 percent of alliances. In addition, the 
EnerGuide for Houses labeling system was 
extended to the new house construction market, 
targeting tract builders. Over 1000 builders, 
housing professionals and mechanical 
contractors across Canada were trained under 
this initiative. 


NRCan also met its commitment to target 
equipment used in new and existing houses and 
buildings to increase their energy efficiency. 
Through its equipment programs, NRCan sets 
energy efficiency standards and regulations. 
The Energy Efficiency Regulations, amended 
regularly to keep pace with product 
improvements and to harmonize with other 
jurisdictions, cover products that consume 

80 percent of the energy used 
in the residential sector and 
50 percent in the commercial 
and institutional sector. To 
influence the manufacture 
and availability of more efficient products in 
the marketplace and accelerate the introduction 
of more stringent energy efficient standards, 
Canada adopted the internationally recognized 
ENERGY STAR® symbol for a number of 
product categories in the residential, 
commercial and industrial sectors. The symbol 
allows the consumer to very simply identify the 
most energy-efficient products available. A 
survey conducted in fall 2001 showed 

13 percent unaided recognition of the symbol 
and 26 percent aided recognition. A 
comparable survey in the fall of 2003 showed 
that unaided recognition had increased to 

25 percent and aided to 40 percent. NRCan is 
continually recruiting organizations to 
participate in the initiative and has surpassed its 
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objective of 40 companies, with the total now 
over 100. 


Did you know? Queen’s University in Kingston is 
benefiting from a new energy system that provides 
solar power. The system consists of a 20-kilowatt 
photovoltaic array. It will help promote building- 
integrated photovoltaic systems, provide power to the 
grid and allow students and researchers to study this 
important renewable energy source. NRCan managed 
the project and provided technical expertise. 
Technology Early Action Measures (TEAM ) and 
Queen's University each provided $275,000 in 
funding. Other partners include ATS Automation 
Tooling Systems, ARISE Technologies, Ontario 
Power Generation, Solar Design Associates, and 
Halsall and Associates. More information can be 
found at: 


http://www.tncan.gc.ca/media/newsreleases/2003/200 
342 _e.htm. 


NRCan’s energy S&T program in the field of 
commercial and residential buildings was 
evaluated in 2003. The evaluation report 
concluded that the program contributes to 
reducing the energy intensity of residential and 
commercial technologies which is a key 
component of the government’s strategy to 
reduce GHG emissions. In 2003-04, the 
program contributed to new energy-efficient 
guidelines and standards for commercial 
buildings and housing retrofits. Evaluation 
recommendations for program improvements 
include: better strategic planning to provide the 
rationale for funding specific R&D 
technologies and to identify market 
opportunities; an outreach strategy; a redefined 
performance framework to better measure S&T 
progress; and better criteria for project 
selection. NRCan is taking appropriate 


measures to respond to these recommendations. 


Energy-efficient industry — NRCan helped the 
Canadian industry use energy efficiency to 
improve competitiveness and contribute to 
Canada’s climate change goals. The Canadian 
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Industry Program for Energy Conservation 
(CIPEC), at the sector-level, and the Industrial 
Energy Innovators Initiative, at the company- 
level, address barriers to planning, 
implementing and tracking energy efficiency 
projects in industry and encourage energy 
efficiency investments to improve 
competitiveness and contribute to Canada’s 
climate change goals. CIPEC has a network of 
over 45 trade associations covering 98 percent 
of total secondary industrial energy demand. 
NRCan provides support in the form of sector 
networks, employee awareness kits, best- 
practices guides, technical information and 
workshops on energy management. Between 
1990 and 2002, the mining, manufacturing and 
construction sub-sector achieved a 1.8 percent 
average annual decrease in aggregate energy 
intensity. This led to an energy cost savings of 
$3.4 billion in 2002. As well, CIPEC sectors 
have avoided 25.2 Mt of GHG emissions since 
1990 through effective energy management. 
The Industrial Building Incentive Program 
(IBIP) extends the precepts of CBIP to the 
industrial sector. In 2003-04, this pilot program 
supported three projects, bringing the number 
of projects supported to 16 since June 2002. 


The EnerGuide for Industry Program carried on 
with promoting and encouraging the 
manufacture, purchase and use of industrial 
equipment that is more energy efficient. 
Presently, 50 percent of the products used in 
the industrial sector are covered by energy 
efficiency standards and regulations. Market 
studies were completed for compressors, 
uninterruptible power supplies, battery 
chargers, arc welding and pumps. Negotiations 
to become a full member of the International 
Motor Software project were started. 


In 2003-04, NRCan continued to realign its 
energy S&T programs related to energy- 
efficient industrial systems and technologies as 
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well as in the area of biomass and bio- 
processes by completion of the strategic 
planning phase. NRCan also received 

$29 million of additional funding for these 
areas over the next five years from Budget 
2003. 


More fuel-efficient transportation — The 
transportation sector accounts for more than 

28 percent of secondary energy use and more 
than 34 percent of GHG emissions in Canada. 
Road transportation accounts for over 

78 percent of total transportation energy use. 
NRCan delivers initiatives to reduce 
transportation-related GHG emissions by 
increasing the fuel-efficiency of motor vehicles 
and encouraging the use of alternative fuels. 


Did you know? The Market Incentive Program (MIP) 
is for distributors and retailers of emerging renewable 
electricity sources (ERES). The objective of the MIP 
is to seek proposals from electricity distributors, 
electric utilities, electricity retailers and energy 
marketers interested in developing market-based 


programs, such as marketing and consumer awareness 
campaigns to encourage the purchase of ERES, and to 
experiment with the sale of electricity from emerging 
renewable electricity sources in their residential and 
small business markets. To date, 30 proposals have 
been received and 2 proposals have been funded. 


Through the Future Fuels Initiative and the 
Ethanol Expansion Program (EEP), NRCan has 
met its key commitment to increase current fuel 
ethanol production and use in Canada to reduce 
transportation-related GHG emissions. In 
August 2003, NRCan and Agriculture and 
Agri-Food Canada launched the first round of 
the EEP, and in February 2004, allocated a 
total of $78 million in capital contributions to 
seven selected projects across Canada, that 
together comprise a production capacity of 

750 million litres of fuel ethanol per year 
which would more than quadruple current 
Canadian production. This program is 
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supported as well through public awareness 
activities and analytical work. 


Did you know? Vehicles that weigh less, require less 
fuel and therefore produce fewer GHG emissions. It is 
estimated that a 10 percent reduction in the actual 
weight of a vehicle, over a certain range, results ina 
corresponding reduction of 6 to 8 percent in fuel 
consumption. This has led to the growing use of 
lightweight materials such as high-strength steel, 
aluminum and magnesium. NRCan provides overall 
coordination for the Canadian Lightweight Materials 
Research Initiative (CLiMRI), a government-industry- 
university partnership that develops materials and 
manufacturing processes that reduce vehicle weight to 
improve vehicle fuel efficiency and air quality, reduce 
GHG emissions, and enhance the competitiveness of 
the automobile industry. A CLiMRI project, managed 
by Transport Canada, built two mock-ups of 
aluminum-steel hybrid bus structures (roofs, floors 
and window trusses). This project is expected to 
reduce the weight of a bus by 865 kg (or 4 percent), 


which could result in CO, emission reductions of 
300 tonnes per year per bus (assuming a driving 
distance of 140625 km per year per bus). 


As announced in August 2003, the Biodiesel 
Initiative is expanding its work with other 
governments and the private sector to promote 
the demonstration and commercial scale 
production of biodiesel. The Natural Gas 
Vehicles Initiative provides contributions of 
$2,000 to $3,000 to offset the high purchase 
cost of a factory-built natural gas vehicle; over 
the 2003-04 reporting period, 70 vehicles 
qualifying for this incentive were sold in 
Canada. 


Under the Motor Vehicle Fuel Efficiency 
Initiative, NRCan is engaged in discussions 
with motor vehicle manufacturers aimed at an 
improvement of 25 percent in the fuel 
efficiency of new vehicles by 2010. Through 
the Personal Vehicles Initiative, Canadian 
motorists are encouraged to pursue energy 
efficiency in vehicle purchase, use and 
maintenance practices, in order to reduce fuel 
use and GHG emissions and save money. The 
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annual Fuel Consumption Guide and the 
EnerGuide fuel consumption label provide fuel 
consumption and cost information for new 
light duty vehicles sold in Canada. A 2002 
compliance audit survey revealed that 

74 percent of vehicle dealerships distributed 
the guide and that labels were displayed on 

77 percent of vehicles on dealership lots. Also 
under this initiative, Idle-Free awareness 
campaign projects were completed in Calgary, 
the Greater Toronto Area, Sherbrooke and 
Quebec City. 


NRCan signed a partnership agreement with 
the Canadian Trucking Alliance to improve 
fuel efficiency and reduce GHG emissions 
from the for-hire trucking sector and continued 
negotiations with other commercial 
transportation industry associations. FVP 
released its most recent driver training module, 
SmartDriver for Transit. To date, 
approximately 160,000 new and experienced 
drivers have been trained and retrained, 
compared to 149,000 by the end of the 2002-03 
period. 


A partnership with the Rubber Association of 
Canada led to the launch of the Be Tire Smart 
campaign, encouraging Canadians to adopt 
good tire maintenance practices. Through the 
new drivers training program, over 

220 AutoSmart Student Driving Kits, 
containing a module on fuel efficient driving 
and maintenance practices, were distributed to 
trainers. Distribution of these kits enabled an 
additional 27,500 students to be taught about 
fuel efficiency. 


The Fleet Vehicles Program (FVP) is 


S&T activities by NRCan and its partners to 
support the energy efficiency of transportation 
systems were delayed in 2003-04 because of 
staffing and organizational changes within the 
program. Funding was also reduced by 
$500,000/year for reallocation to other 
technology areas, requiring a priority-setting 
review of activities for the remaining allocation 
of $1.5 million/year. 


Did you know? The Government of Canada’s Wind 
Power Production Incentive (WPPI) was announced 
in May 2002. The program encourages electric 


improving fuel efficiency and the use of 
alternative fuels in commercial, provincial, 
municipal and utility road transportation fleets 
by providing incentives, information, training, 
and technical demonstrations. During the 
reporting period, FVP launched its second 
Quiet Zone Campaign, that ran for 10 weeks in 
a record 57 participating truck stops, service 
stations and dealerships across Canada. The 
Commercial Transportation Energy Efficiency 
Rebate (CTEER) initiative was introduced. 
CTEER provides class 6-7-8 truck and bus 


utilities, independent power producers and other 
stakeholders to gain experience in this emerging and 


promising electricity source. WPPI provides financial 


support for the installation of 1,000 megawatts of new 
wind capacity between March 31, 2002 and April 1, 
2007. To date, 108 MW of wind capacity has been 
installed and approximately 300 MW to be installed 
in 2004-05. 


Federal leadership - Information on this 


important issue can be found in Annex A, 
Sustainable Development in Government 


Operations, page 1. 
owners with up to a 20 percent rebate on the 


purchase price of selected interior heaters and 
auxiliary power units. FVP also launched its 
Fuel Management 101 workshop series 
designed to assist fleet managers to perform 
their own energy audit, and measure and 
monitor their energy management plan success. 


Impacts and adaptation — NRCan is 
responsible for the development of a whole-of- 
government adaptation strategy to respond to 
the impacts of climate change 


(http://adaptation.nrcan.gc.ca/home_e.asp). It is 
also responsible for the National Adaptation 
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Framework with the provinces and territories. 
In 2003-04, the Department spent $11.9 million 
on this initiative. 


In conjunction with experts and other levels of 
governments, NRCan is leading the 
development of a plan for the national 
assessment of Canada's vulnerability to climate 
change, following the workshop held in 
December 2003.The final three elements of the 
framework for adaptation have been completed 
for the national approach to the implementation 
of the framework; this was one of the key 
2003-04 deliverable for this initiative. 


In 2003-04, NRCan funded 28 new research 
projects, led mostly by universities and federal 
departments, in areas such as transportation, 
ecosystems, and health. These projects provide 
knowledge for adaptation decision-making in 
communities, industry and governments. 
Projects, such as the vulnerability of water 
resources in the South Saskatchewan River 
Basin, climate change adaptation and 
transportation in the NWT, and impacts of sea- 
level rise and climate change on the coastal 
zone of south-eastern N.B. are carried out 
within the science programs of NRCan. All 
projects involve local stakeholders to ensure 
the development and transfer of appropriate 
knowledge for decision-making. 


NRCan also continued to build accessible 
databases of information on changes in 
Canada's land and biomass to allow Canadians 
to detect and monitor changes. Specifically, 
reports on observed changes in glacier and 
permafrost were updated and a database of 
recent coastal changes was updated and made 
available on the Web. Finally, a database of 
satellite observations for Canada’s landmass 
over the last 15 years is being assembled to 
produce indicators of climate change impacts. 
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Pursuing Canada’s Kyoto GHG 
reduction targets through national 


forest-related initiatives —-NRCan is 
implementing a number of significant forest- 
related initiatives to help Canada meet its 
Kyoto Protocol commitments. These include: 
the Feasibility Assessment of Afforestation for 
Carbon Sequestration (FAACS) initiative; the 
Forest 2020 Plantation Demonstration and 
Assessment (PDA) initiative; and NRCan’s 
continuing research with respect to measuring 
and monitoring Canada’s forest carbon. 


The three-year, $6 million FAACS initiative 
continued to meet its commitments of 
increasing Canada’s forest knowledge through 
the development and implementation of tools 
required to assess the feasibility of afforestation 
as a climate change mitigation measure. In 
2003-04, preliminary results from the FAACS 
were generated through the development of 
preliminary estimates of land availability and 
carbon potential for large-scale afforestation 
projects. National assessment tools forming the 
backbone of these results were completed 
and/or are being finalized: the Carbon 
Monitoring and Measurement Protocol; the 
National Afforestation Inventory; and the 
FAACS Afforestation Pilots. 


The objective of the $20 million, two year 
Forest 2020 Plantation Demonstration and 
Assessment (PDA) initiative is to demonstrate 
and assess the potential role of fast growing 
plantations in addressing climate change. In 
2003-04, the Forest 2020 PDA met its initial 
commitments by initiating the development of 
a network of plantation demonstration sites 
with delivery partners; preparing and 
distributing information products; and 
conducting site preparation activities. 
Economic and biophysical information 
collection and assessment work was also 
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initiated to help assess the economic 
attractiveness from fast growing plantations in 
Canada. 


NRCan continued to develop the National 
Forest Carbon Monitoring, Accounting and 
Reporting System to meet its reporting 
obligations under the United Nations 
Framework Convention on Climate Change 
and the Kyoto Protocol. Significant progress 
was made on developing an upgraded Carbon 
Budget Model of the Canadian forest sector; 
developing and refining methods to monitor 
and track forest changes; and in implementing 
a new National Forest Inventory to provide 
consistent assessment of the extent, state and 
sustainable development of Canada’s forests. 
About 40 percent of the experimental plots 
have been established with the provinces and 
territories to date. 


Social science and biological research 
continued to be undertaken with rural and 
urban residents to identify climate change risks 
and impacts on Canadian communities to 
develop strategies for adaptation. In 
collaboration with the FluxNet Canada 
Research Network, NRCan continued to 
examine the role that Canadian forest and peat 
land ecosystems play in the global carbon cycle 
and is researching how changes in carbon pools 
in living biomass and soils might help in the 
management of greenhouse gases through the 
short term sequestration of atmospheric CO2. 


Developing technologies that reduce 
GHG emissions produced by the 
minerals and metals industries — 
Canadian Resource Recovery Strategy (CRRS) 
and Enhanced Recycling (ER) — An effective 


way of reducing GHG emissions 1s to recover 
the material and/or energy value found in the 
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31 million tonnes of solid waste that our 
economy generates annually. Current recycling 
activities recover about 21 percent of the total, 
which means that almost 25 million tonnes of 
potentially valuable resources are discarded 
each year. Since recycling is energy efficient, 
increased recycling will provide an alternative 
and complementary source of feedstock that 
will reduce GHG emissions. 


NRCan’s initial work in this area began with 
the development of the CRRS, which links 
recycling with key government priorities such 
as sustainable community development, 
climate change, smart regulations, and 
innovation in related science and technology 
fields. An important component of the CRRS 
was cross-Canada consultations, funded by 
AP2000, that took place in 2002. 


Under AP2000, NRCan also manages ER, a 
five-year program that supports the concepts 
outlined in the CRRS and that has achieved 
half of its GHG reduction target of 

700,000 tonnes of CO, equivalent. One of the 
initial projects funded by the ER program was 
the national CRRS consultation with 
representatives from industry, non-government 
organizations (NGO), academia and all levels 
of government. Multi-sectorial support for a 
national resource recovery strategy was the 
principal outcome of the consultation project. 


Since the ER program began, more than 

30 other projects have been completed or are in 
progress. The projects can be roughly grouped 
into four themes: 


* improving information and data gaps — 1.e., 
characterizing and quantifying the type and 
amount of “waste” material currently 
discarded by province to identify resource 
recovery opportunities; 
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recovery initiatives — e.g., a 4000 household 
pilot to assess the viability of collecting small 
residential metal scrap items through a 
traditional curbside recycling program; 


identifying recycling/recovery technology 
gaps in four key sectors: automotive, 
construction, electro-plating and electronics; 
and 


communications — e.g., a National Advisory 
Committee was formed with stakeholders 
from all levels of government, industry 
associations and NGOs to promote 
partnerships. 


Recovered residential scrap metal diverted from landfill in 
Pembroke, Ontario. 


The knowledge gained from these ER projects 
has provided a better understanding of the 
issues impeding resource recovery and has 
focussed partners in a national effort to identify 
and assess methods and technologies to recover 
more material that would otherwise be 
discarded. As a result of the ER program, 
NRCan is furthering its reputation as a leader 
in resource stewardship while the general 
public and business increasingly recognize the 
value of recycling both to the economy and the 
environment. 


Supplementary Cementing Materials (SCMs) — 
The manufacture of portland cement, one of the 
most common components used in modern 
construction, involves crushing limestone, 
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which emits large quantities of CO,. For every 
tonne of portland cement produced, almost one 
tonne of CO, is released into the atmosphere. 
To address this issue, NRCan has been working 
to develop formulae for durable concrete that 
use large quantities of non-CO,-emitting 
materials as a substitute for portland cement. 


As part of AP2000, research on the use of 
SCMs as a substitute for portland cement in 
concrete continued in 2003-04. Fly ash, an 
industrial by-product from coal-powered 
electricity generating stations, has been found 
to be an effective substitute for portland 
cement. Several industrial by-products (meta- 
kaolin from oil sands tailings and fly ash from 
a municipal incinerator) were evaluated for 
potential use as SCMs. Through contribution 
agreements with organizations such as the 
EcoSmart Foundation Inc. and Circa, NRCan 
has expanded its SCM outreach activities 
across Canada. Results of this research have 
been so successful that the original GHG 
reduction target of 450,000 tonnes per year 
(tpy) by 2010 has been increased to 1.5 million 
tpy of CO, equivalent. This new target is 
equivalent to the annual CO, emissions of 
400,000 average-sized cars. 


NRCan’s evaluation of the impact of concrete 
roads versus flexible asphalt surfaces on the 
fuel efficiency of vehicles indicated little 
difference. Therefore, resources previously 
devoted to research on concrete roads are being 
redirected to SCMs. 


Moreover, NRCan also continued a three-year 
project to transfer SCM technology to India, a 
country that produces approximately 

100 million tonnes of portland cement per year, 
which translates into approximately 90 million 
tonnes of CO, emissions. With financial 
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support ($4.2 million) from the Canadian 
International Development Agency (CIDA), 
NRCan is transferring the technology and 
increasing awareness of High Volume Fly Ash 
Concrete (HVFAC) technology through 
seminars, publications, a project web site, 
focus group meetings, short courses, laboratory 
training, and the construction of several 
demonstration structures in India. As a result, 
this project will lead to the construction of full- 
scale structures using HVFAC and reduced 
GHG emissions. An added bonus is that fly ash 
is an industrial by-product that would 
otherwise end up in landfill sites. India 
generates most of its electricity from coal-fired 
power plants; therefore, disposal of fly ash 
from coal combustion is a pressing 
environmental problem. 


This concrete pylon foundation, part of the Bandra-Worli Sea Link 
near Mumbai, India, was poured using high volume fly ash 
concrete. 


Among other accomplishments of this project, 
Hindustan Construction Company Ltd. used 
NRCan’s HVFAC technology in the 
construction of the Bandra-Worli Sea Link, an 
eight-lane, 3.9-km cable-stay bridge that will 
connect the Bandra and Worli districts of 
Mumbai (formerly Bombay). This is believed 
to be the largest single pour of HVFAC ever 
undertaken, and will result in a saving of 
approximately 4200 tonnes of CO, that would 
otherwise have been produced from the 
manufacture of portland cement. 
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Supporting Canada’s clean air agenda 
— NRCan continues to provide scientific, 
technical and analytical expertise in the domain 
of Canada’s natural resources to the federal 
government’s development of clean air policy. 
Moreover, the Department provides specific 
advice and support to clean air activities for the 
federal government, as led by Environment 
Canada (1.e., the Canada-wide Standard for 
Particulate Matter and Ozone). 


NRCan participated in a Canada-US. 
committee exploring the possibility of Canada- 
U.S. emissions trading region for the control of 
nitrous oxides (NO,) and sulfur oxides (SO,). 
NRCan is also actively participating in the 
development of Canada-wide standards for 
mercury emissions from coal-fired power 
plants. A new standard is expected to be 
promulgated in 2005. 


Oil and gas industry — In partnership with 
stakeholders, NRCan completed the four-year 
program “Flaring Research Initiative” 

($585 thousand).The Department met its main 
objective of improving the efficiency of the 
combustion process for the flaring of solution 
gas, a by-product of crude oil extraction. Most 
flaring in Canada is now at least 95 percent 
efficient. The program also produced a better 
methodology for collecting toxic and GHG 
emissions. It provided S&T input to better 
regulations in Alberta and has shown that 
flaring is an efficient way to dispose of solution 
gas that poses few environmental and health 
effects. 


Outside of Canada, the International Energy 
Agency has used program results to establish 
baseline GHG emissions worldwide from 
which any improvements in practice will be 
measured. The World Bank is also promoting 
the adoption of many of the results in the 
developing world where flaring of solution gas 
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associated with primary oil production is 
widely practised. 


Transportation sector — NRCan’s four-year 
program (2000-04) “Advanced Fuels and 
Transportation Emissions Reduction” 
continued its R&D to support the development 
of new, innovative transportation technologies 
to reduce GHG emissions and improve air 
quality. Spending in 2003-04 was 
approximately $1.9 million. R&D activities in 
2003-04 included work on technologies to 
analyze particle emissions from diesel engines. 
In particular, tests of high cetane ether/diesel 
fuel blends showed reduced particle emissions 
of up to 40 percent. Tests of a simple water 
injection system in marine diesels reduced 
standard levels of NO, emissions. 


NRCan’s four-year programs (2000-04) “Fuel 
Cell, Electric and Hybrid Vehicles” and 
“Hydrogen Production, Storage and 
Infrastructure” continued their activities to 
expand the knowledge base and advance 
technologies to mitigate climate change and air 
pollution through hydrogen and fuel cell- 
related R&D. This work is also an important 
contribution to the creation of a hydrogen 
economy. The Department spent approximately 
$5.8 million in this area in 2003-04. Progress 
highlights for 2003-04 were the commissioning 
of a prototype hydrogen fueling station and the 
production of a draft hydrogen installation code 
for Canada. 


In 2003-04, NRCan’s five-year program 
(2000-05) “Transportation Fuels from 
Renewable Sources” continued to provide 
technical support to logen Corporation for 
R&D to improve the efficiency of conversion 
of agricultural residues (wheat straw) to 
ethanol. This, and NRCan’s previous support, 
contributed significantly to the company’s 
current ability to operate its pre-commercial 
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demonstration plant on a fully integrated, 
continuous basis (approximately $1.3 million). 


In the industrial sector, NRCan’s four-year 
programs (2003-07) “Clean and Efficient 
Combustion Technologies for Large Utility 
Electricity Generation” and “Characterization 
of Canadian Fuels and Their Emissions” assess 
and develop technologies to convert fossil fuels 
to electricity more efficiently and with lower 
emissions (approximately $4.4 million). In 
particular, a new measurement system for the 
sampling and analysis of particulate matter 
produced by combustion was successfully 
applied at a coal-fired power plant in Alberta in 
2003. The methodology, a product of a research 
consortium established at NRCan with two 
Canadian utilities and Environment Canada, is 
the only one that can measure very fine 
particulate matter emissions from combustion 
sources as they enter the ambient environment. 
Such emissions create pollution that is known 
to be associated with adverse health effects 
such as asthma, bronchitis and lung cancer. The 
new technology will allow more appropriate 
standards and regulations to be established so 
that the industry is not unduly penalized. 
Further information can be found at 


http://www.nrcan.gc.ca/es/etb/cetc/. 


Radioactive waste management -— 
Long-term management of nuclear fuel waste — 
The Nuclear Fuel Waste Act, which came into 
force on November 15, 2002, is a major step 
forward in dealing with nuclear fuel waste in 
Canada. The Act is a culmination of many 
years of federal research, environmental 
assessments, and discussions with stakeholders, 
including the nuclear industry, the provinces 
and the public. The long-term management of 
nuclear fuel waste is a major undertaking 
which could cost up to $12 billion, over a span 
of 70 to 100 years. 
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Through its Nuclear Fuel Waste Bureau Low-level radioactive waste cleanup — The 


(http://www.nfwbureau.gc.ca), NRCan Government of Canada has accepted 
supports the Minister in discharging his responsibility for the cleanup of historic low- 
responsibilities under the Act to oversee, level radioactive wastes for which the current 
monitor, review, comment on and approve, or owner cannot reasonably be held responsible. 
have approved by the Governor in Council, The Low-Level Radioactive Waste 

long-term nuclear fuel waste management Management Office (LLRWMO) was 
activities. In response to the requirements of established in 1982 to carry out the 

the Act, significant progress was made in 2003- government’s responsibilities in this area. It 
04. receives its policy direction and funding from 


NRCan. Through the historic waste 


¢ Ontario Power Generation, New Brunswick 
management program, the Government of 


Power, Hydro-Quebec and Atomic Energy of ; 
Canada Limited established the required trust Canada has cleaned up numerous radioactive- 


funds to fund the long-term management of contaminated sites across the country. Costs 
nuclear fuel waste and in 2003-04 made the 2SS0ciated with these liabilities are reported 


required deposits into these funds which now annually to the Treasury Board according to the 


Ge oealion Policy on Accounting for Costs and Liabilities 
Related to Contaminated Sites and they are 
* The Nuclear Waste Management reflected in the NRCan Contaminated Sites 


Organization (NWMO) submitted its second = jyay agement Plan 2003-08. 

annual report to the Minister on March 26, 

2004. As required by the Act, the annual 

report was tabled ft Parliament oF April 28, Did you know? The largest volume of historic waste 

2004 and the Minister released his statement is located in south-eastern Ontario in the Port Hope 

on the annual report on June 21, 2004. area. In 2001, the Minister of NRCan entered into an 

: F : agreement with local municipalities for the cleanup 

* The NWMO released its first discussion and long-term management of these wastes in new 

document “Asking the Right Questions? The long-term waste management facilities. This 10 to 

Future Management of Canada's Used 12-year project — the Port Hope Area Initiative — is 

Nuclear Fuel’ and is now engaging the public expected to cost roughly $260 million. The first 

: : sheey : h t tal t and lat 

in dialogue. This is a key step in the study of phase, the environmental assessment and regulatory 


review is now well underway. In the 2003-04 


the proposed approaches for the long-term reporting year, the LLRWMO advanced the 
management of nuclear fuel waste in Canada. environmental assessment and completed its 

The NWMO must submit its report to the evaluation of alternative means of carrying out the 
government by November 15, 2005. initiative. It will now proceed to carry out a detailed 


environmental evaluation of the recommended 
NRCan entered into 3-year contribution approaches. 


agreements with four national Aboriginal 


organizations in 2003-04 in order for them to In 2003, the LLRWMO also completed the 

CGuetOD ened = ee a ee cleanup of historic wastes from nine sites in 

Bs ay as PES greanizations eo Ft. McMurray, Alberta, consolidating the 

PeeuelD a6 ne pe po peuuauans Anema material in a long-term management facility. 

NM % coqued pandeiiane walh The project was awarded a 2004 Showcase 

AG EES Award from the Association of Consulting 
Engineers of Alberta. 


Performance Discussion by Strategic Outcome Page. -43- 


Departmental actions that help Canada address its international Kyoto 
commitment to reduce GHG emissions 


Performance Indicator: GHG emissions compared to the Kyoto Protocol. 


NRCan’s Contribution 


Given that most GHG emissions in Canada relate to the development and use of natural resources such as 
energy and forests, NRCan plays a leadership role in the federal strategy to reduce GHG emissions in Canada. 


In the 1990s, NRCan's efforts under the Energy Efficiency and Alternative Energy Program have helped to 
slow down the growth in GHG emissions. 


Since 2000, significant new measures have been added to: increase energy efficiency in buildings, 
transportation and industrial processes; increase the use of alternative energy sources; and sequester GHGs that 
would otherwise be in the atmosphere. 


The impact of many of these new measures, however, are not reflected in historical emissions data since: 
* a system of regulated targets for large final emitters is still under development; 
many targeted spending programs are multi-year initiatives at their early stages of implementation; 


investments in technology and innovation may require several years before new technologies to which they 
lead are commercialized; and, 


the quantity of GHGs removed from the atmosphere through current forestry practices, which can be 
credited against emissions, are still being estimated. 


What Does the Graph Mean? Total GHG Emissions in Canada GHG Intensity in Canada 


Between 1990 and 2002, emissions in (millions of tonnes CO2 eq) Spe ee ene) 
Canada have risen by 20 per cent, making the 

achievement of the Kyoto target of minus 6 

per cent a difficult challenge. 


During the same period, however, the GHG 
emissions intensity in Canada decreased by 
15 per cent. This reflects both energy 
efficiency gains and changes in the energy 
mix. 


Some sectors such as the manufacturing and 
housing sectors have reduced or stabilized 
their emissions even though the economy and 
the population have increased. 


Overall, however, emissions are up fueled by 
increased use of coal for electricity 
generation, rising oil and gas production and, 
increased use of light duty trucks such as 
pickup trucks and sport utility vehicles. 1990 1992 1994 1996 1998 2000 2002 Lsise lace» pit apc i kas 


0) 


GHG Emissions GHG intensity 
Kyoto target 


What’s Next? 


Programs underway will be managed to ensure the greatest possible benefits in terms of GHG emissions 
reduction and other federal objectives. 


A revised outlook on GHG emissions in Canada is being developed which should reflect the expected impacts 
of existing programs. 


NRCan will continue to support the efforts of the Government of Canada in addressing climate change and 
other air issues. 
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Energy efficiency, a key tool for action on climate change 


Performance Indicator: trends in energy efficiency 


NRCan’s Contribution 


* NRCan’s Office of Energy Efficiency (OEE) manages and operates energy efficiency and alternative fuels measures 


aimed at the residential, commercial/institutional, industrial and transportation sectors. Measures target all final 
energy consumers and emphasize partnerships and economic investment. 


NRCan is the lead or co-lead of initiatives in such areas as fuel cells, carbon dioxide capture and storage, 
afforestation, energy efficiency audits, energy efficiency awareness, accelerated standards and international 
technology transfer, among many others. 


* In partnership with the private sector, other government departments and agencies, and universities, NRCan funds 
and undertakes S&T to develop technologies to improve energy efficiency and provide knowledge to support codes 
and standards in a range of areas, including transportation, the built environment, and industrial processes. 


* NRCan has been helping industry, governments and individual Canadians reduce energy use and save money 
through information programs, voluntary initiatives, financial incentives and regulations. 


* NRCan’s activities to track trends in energy use and efficiency are important in determining the impact energy 
efficiency is having in Canada. 


What Does the Graph Mean? 


¢ Energy use increased between 1990 and 2002 because 
of changes in activity (e.g., floor space, number of 
household, GDP, industrial production), weather, 
structure (e.g., mix of industries, building types or 
transportation modes), and service level (e.g., 
auxiliary equipment and space cooling in the 


Change in Energy Use, With and Without Energy 
Bficdency Improvements, 1950-2002 


commercial/institutional sector). 


ange In Energy Use (Pay 


¢ The increase in energy use was moderated by energy 


efficiency improvements. 


Without energy efficiency improvements, Canada’s 
secondary energy use would have been 881 petajoules 
or 13% higher than it was in 2002 — this is enough 
energy to heat all of the homes in Canada. 


Year 
With EE mn prowmert = = = <WihotEE mprwem ent 


¢ This reduction in secondary energy use due to energy efficiency saved Canadians almost $11.6 billion per year and 
reduced GHG emissions by 50 megatonnes. 


The 13% improvement in energy efficiency and the $11.6 billion saving in 2002 compare favorably with the 
10% energy efficiency improvement and $10.7 billion saving in 2001. 


Source: Energy Efficiency Trends in Canada, 1990 to 2002, June 2004 


W hat’s Next? 


* NRCan will continue to support the efforts of industry, governments and individual Canadians to improve energy 
efficiency. 


* Data collection for the 2003 Survey of Household Energy Use (SHEU) was completed in the spring of 2004. This 
OEE-sponsored survey will update information collected in the 1993 and 1997 SHEU and improve our 
understanding of energy consumption patterns in the residential sector. 


¢ In the commercial/institutional sector, the OEE is making use of new data sources to improve the quality of its floor 
space estimates as well as convert its building types to the North American Industrial Classification System. 
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Reducing environmental impacts through scientific research, technologies and 
stewardship practices 


Performance Indicator: number of S&T transfer activities related to minimizing the impacts of 
the natural resource sectors’ activities on aquatic ecosystems. 


NRCan’s Contribution 


NRCan has a strong history of leadership in delivering, through multi-stakeholder initiatives, S&T relating to environmental 
stewardship of mining and water issues. Examples include the Mine Environment Neutral Drainage (MEND) Program, 
Toxicological Investigations of Mine Effluents (TIME) and government- and industry-based research groups focussed on 
solving environmental issues, for example, related to thiosalts in mine effluents. NRCan scientists, through expert working 
groups, review committees, focused workshops, etc., help to provide direction and ensure that sound science on aquatic systems 
is delivered to both industry and regulators. NRCan becomes engaged in response to S&T gaps or regulatory inadequacies 
identified by stakeholders. Examples of activities during 2003-04 include: (1) developing a national inventory of groundwater 
resources, which completed mapping and studying three regional aquifers to the standards suggested in the Canadian Framework 
for Collaboration on Groundwater (four municipalities north of Montréal used this information to design their land-use and 
aquifer protection plans); (ii) providing data on the aquatic impact of various metal substances to support assessments required 
under the Canadian Environmental Protection Act; (iii) leading the data validation program, under the auspices of the 
Organization for Economic Cooperation and Development (OECD), for the test protocol designed to assess the environmental 
hazard posed by metals in aquatic systems; (iv) developing the National Orphaned/Abandoned Mines Initiative (NOAMJ); and 
(v) working with industry and regulators to develop methods for establishing site-specific discharge limits for mine effluents. 


p ™ PERS 
What Does the Graph’ Mean Number of Stakeholder Initiatives 


The graph shows the number of multi-stakeholder initiatives a0 
where NRCan took a leadership role to transfer technology to 
industry, regulators or other partners. This measure was 
selected as a proxy to indicate the level of activity and 
participation that NRCan has in ensuring that Canadian 
industry and regulators understand the latest scientific 
knowledge and best available technologies to ensure that 
mining activities in Canada are sustainable with respect to 
water resources. Activities counted in this graph include: 
short courses delivered by NRCan scientists; workshops, 
symposia and conferences supported and organized by, or 
with the help of, NRCan; participation in multi-stakeholder 
research programs; participation in working groups, 
symposia, workshops and conferences where NRCan 
scientists had a lead role in delivering and integrating sound 
science into tangible deliverables; and initiatives where NRCan provides secretariat leadership. The data illustrate 
that NRCan is actively engaged in developing and improving communication with partners for the sustainable 
development of mineral resources. NRCan’s focus on solutions that can be developed and delivered in partnership 
with stakeholders has contributed to its ongoing success and ability to expand these activities in recent years. 
What’s Next? 


number otlnitatwe fac dyits ¢ 


NRCan continues to develop initiatives and activities in response to stakeholders’ S&T and regulatory needs. Key outcomes aim 
to help Canadians understand environmental issues, to work in partnership to provide innovative solutions and to integrate the 
best science into regulations to ensure sustainable natural resource development. Possible new initiatives include further 
development of the NOAML, remediation technologies in cold climates, and the potential impact of nano-materials in aquatic 
systems. 
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~ sectors. 


A national framework for spatial positioning, 
mapping and boundary maintenance. 


Enhanced safety and security in Canada’s natural 
resources sector. 


Canadians safeguarded from natural hazards. 


Strategic Outcome #4 - To provide Canadians 
with safety and security in the natural resource 


Intermediate to Immediate Outcomes | Performance Indicators 
* Impact of NRCan’s S&T on the identification, 
mitigation and response to natural hazards.* 


User satisfaction with aeronautical charts, the Canada 
Lands Survey System and the Canadian Spatial 
Reference System. 


Safe use of explosives and pyrotechnics. * Accident and incident rate in the explosives and 
pyrotechnic industries in Canada. 


¢ Impact of regulatory frameworks for energy 


transmission, offshore development, and Canada’s 
uranium and nuclear industry. 


* Performance discussion on this specific indicator is presented in a quadrant format on page 53. 


Programs and Resources 


NRCan spent $31.7 million or 2.6 percent of its total actual expenditures of $1,215.4 million on 
this strategic outcome. The bulk of the spending was devoted to activities relating to meeting 
Canadians’ safety and security needs ($18.2 million); policy R&D and program support 
($4.1 million); regulation and assistance for the development of offshore oil industry 

($4.3 million); and regulation, research and control of explosives use ($7.1 million). These 
programs/initiatives all contribute to the betterment of Canada as a whole under the federal 
government’s responsibility for: Health and Safety, and Communities. A detailed breakdown of 
actual spending is provided in Annex B, Table 4. 


Performance Discussion 


Improving natural hazards knowledge 
and emergency response - Canadians 
expect their governments to provide the 
expertise to assist in the mitigation of 
geological hazards in Canada, and to reduce 
the loss of life and economic costs from all 
natural disasters that could strike the country. 
An understanding of the earth's structure and 
the dynamic processes that alter it is essential 
in mitigating the sometimes disastrous 
consequences of these events. In addition, 
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earth sciences knowledge and technology can 
be adapted and employed to aid in the detection 
and quantification of hazardous situations 
resulting, either accidentally or deliberately, 
from human activities. 


NRCan addresses both the natural and man- 
made aspects under its Natural Hazards and 
Emergency Response Program which was 
allocated $8 million in 2003-04 


(http://www.nrcan.gc.ca/ess/themes/scom_e.php). 
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NRCan operates the Canadian National 
Earthquake Monitoring System, a network that 
continuously monitors seismic activity across 
the country. Information about earthquakes is 
available over 97 percent of the time from the 
Internet and from an on-call seismologist in 
both eastern and western Canada where 
earthquakes are most common near populated 
centres. Canadians who feel earthquakes can 
report on their experience over the Internet and 
the “felt reports” are compiled into maps of 
site response. 


Seismic network responses to both real and 
emergency simulations have demonstrated 
effective earthquake recording, interpretation 
and information dissemination. Data 
management systems, field network 
maintenance, redundant power supply systems 
and Internet access, are all functioning well. 


The seismic hazard assessment was prepared, 
published, and results used in the 2005 version 
of the National Building Code. The new 
assessment provides site acceleration 
probabilities for Canada’s twenty largest cities 
and 650 additional sites, including their 
neighbourhoods and urban communities. 


As part of Canada's commitment to assess 
worldwide compliance under the 
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Comprehensive Test Ban Treaty, NRCan's 
capability to record, discriminate and quantify 
underground nuclear explosions through 
seismic monitoring techniques has been 
enhanced. The acoustic monitoring site was 
installed on the Queen Charlotte Islands, and is 
operational. Seismic network instrumentation 
and the management of data from the seismic 
array have been enhanced and continue to be 
improved. The network meets and exceeds the 
international standards for operation. 


Did you know? Accurate positioning became 
available throughout Canada last fall via the Internet. 
Users of the Global Positioning System (GPS) can 
now submit their GPS data to an online application 
called “CSRS-Precise Point Positioning” to obtain up 


to decimeter or even centimetre accuracy positions 
with respect to the Canadian Spatial Reference 
System. While highest accuracy is available only to 
those with survey-grade GPS equipment, the 
application is easy to use and continues to improve for 
the less demanding user. 


The Canada-wide geomagnetic network has 
been upgraded and continues to be upgraded to 
provide new and better data on magnetic field 
variations. New instrumentation has been 
purchased, and new instrument enclosures have 
been designed. An instrument site is being re- 
located to Brandon, Manitoba. Three sites are 
in the process of being converted to continuous 
Internet access and data download. The Internet 
data download will permit further 
improvements in forecasting magnetic storms. 
These enhancements to the network results in a 
better ability to forecast magnetic disturbances 
and storms, including the provision of new 
forecast products tailored for public utilities, 
telecommunications and pipeline industries. 
Such information helps them avoid millions of 
dollars in losses due to disruption of satellite 
communications and energy transmission. 
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NRCan has compiled over 5,200 landslides 
into a digital inventory and more are being 
entered as information is delivered from 
provinces and geotechnical industry partners 
across Canada. Areas along critical 
transportation corridors have been targeted as 
priority zones to reduce disruption of railways, 
roads, and electrical, hydrocarbon and water 
transmission networks, and possible loss of 
life. A national landslide hazard assessment 
concentrating on critical transportation 
corridors has commenced and will be 
completed in three years. 


Under the existing Federal Nuclear Emergency 
Plan and the new Chemical Biological 
Radiological Nuclear Research and 
Technology Initiative, new airborne sensitive 
and ground radioactivity measuring 
instrumentation has been purchased. The 
airborne capability at finding and identifying 
small point sources of radioactive material was 
successfully tested with the Department of 
National Defence and Health Canada 
producing near real-time maps of source 
locations and source material. Further testing 
is being planned for different scenarios and 
environments. Additional technical and 
scientific expertise in radiation detection and 
interpretation is required to continue to 
enhance Canada’s nuclear hazard response. 


Meeting Canadians’ security and 
safety needs — Following the tragic events 
of September 2001, public security has never 
been more important. In light of increased 
border security measures, the Canadian section 
of the International Boundary Commission 
(IBC) has identified the following areas as 
priorities that require better demarcation to 
minimize criminal activities: Quebec-New 
York, Vermont, New Hampshire and Maine 
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boundaries and along 
the B.C.-Washington 
boundary. For fiscal 
year 2003-04, boundary 
maintenance consisted 
of a series of field 
activities including 
boundary inspection, 
monument restoration, 
re-surveying and 
vegetation clearing. In total, 55.8 km of 
boundary vista were cleared and IBC personnel 
inspected 195 km of boundary. 


Monument No. 1 on the boundary 
between Point Robers, Washington 
and Tsawwassen, B.C. 


Did you know? Five NRCan employees were 
honoured with the Head of the Public Service Award 
in the Collaborative Working Relationships category 
for their contribution to Canada’s Team Kimberley. 
The team prepared and continues to administer the 
Export and Import of Rough Diamonds Act through 
which Canada participates in the Kimberley Process 
Certification Scheme (KPCS). The goal of the KPCS 
is to curb the trade in conflict diamonds - diamonds 
that are used to fund and perpetuate civil conflict. The 
KPCS for rough diamonds came into effect on 
January 1, 2003, and now includes more than 

40 countries and the European Community. Each 
participating country agrees to issue a Kimberley 
Process Certificate (KPC) to accompany any rough 
diamonds being exported from its territory, certifying 
that the diamonds are conflict-free. Each country must 
therefore be able to track the diamonds being offered 
for export back to the place where they were mined or 
to the point of import. All importing countries agree 
not to allow any rough diamond into their territory 
without a valid KPC. The cost of implementing the 
Kimberley Process — about $1 million per year — is 
funded from the reallocation of internal resources 
within NRCan, INAC, the Canada Border Services 
Agency, and the Royal Canadian Mounted Police. 


In 2003, Canada produced 15 percent of the world’s 
diamonds, making it the third-largest supplier after 
Botswana and Russia only five years after the first 


Canadian mine, Ekati, opened near Yellowknife. 


Moreover, NRCan administers the Explosives 
Act, which regulates the importation, 
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manufacture, storage and sale of explosives, 
propellants, ammunition, fireworks and 
pyrotechnics, as well as some aspects of their 
transportation. In addition to protecting the 
public and worker safety, the Department’s 
aim is to become a global leader in the 
protection of citizens from the use of 
explosives by terrorists, and for Canada to 
meet or exceed United Nations and G-8 
requirements. More information on explosives 
can be found at 
http://www.nrcan.gc.ca/mms/explosif/over/ove 
£é. ht. 


In the context of energy security, recent events 
in Canada and elsewhere called into question 
the vulnerability of all major industrial 
infrastructure. Since the terrorist attacks of 
September 11, 2001, Canada and the U.S. have 
focused more efforts and resources working 
together to improve security on the shared 
border. Many initiatives are underway to 
implement security measures set out in the 
Smart Border Declaration, signed by Canada 
and the U.S. on December 12, 2001. Since that 
time, NRCan has worked closely with various 
levels of governments as well as energy 
stakeholders to address potential 
vulnerabilities. In addition, following the 
power outage of August 14, 2003, NRCan 
participated in the Canada-U.S. Power System 
Outage Task Force which was established to 
identify the cause of the outage and to make 
recommendations to minimize the likelihood 
and scope of similar events in the future. 


In Canada's east coast and northern regions, 
the focus is on developing smart regulations 
and standards to protect energy exploration 
and production infrastructure that can be used 
by the National Energy Board, offshore 
petroleum boards and other regulators. The 
environment is fragile and harsh in these 


Page. -50- 


regions. The federal government must protect 
that environment and promote economic 
prosperity, while ensuring the health and safety 
of its citizens. It is also critical to develop more 
knowledge to enhance the federal policies that 
govern oil and gas exploration and production. 
During 2003, the energy industry has used 
extensively the atmosphere-ice-ocean database 
and models for offshore design, construction 
and operations — developed by Environment 
Canada and the Department of Fisheries and 
Oceans and funded by the Program of Energy 
Research and Development — to facilitate 
planning and reduce uncertainties, 
environmental impacts and costs. As well, 
seabed and sub-surface hazard assessment 
knowledge is currently used for design and 
regulatory decisions. Guidelines for offshore 
bio-remediation and revised regulatory 
guidelines for water discharge were accepted 
by the International Maritime Organization. 


Enhancing environmental safety and 
security of domestic supply through 
pipeline monitoring — Oil and gas pipelines 
provide the lifeblood for Canada, and much of 
North America’s energy needs. These arteries 
criss-cross the country, often running parallel to 
other major infrastructure, such as roads, and 
passing through environmentally sensitive 
wilderness areas. It is an enormous job to 
maintain these pipelines over the huge 
distances they cover and to prevent pipeline 
ruptures that would result in costly and 
environmentally disastrous spills. NRCan is 
undertaking research into the characteristics of 
pipelines that contribute to or reduce the risk of 
pipeline ruptures. The Department is also 
developing sophisticated remote monitoring 
systems for existing pipelines and standards for 
the construction of new pipelines. 
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NRCan’s research is generating information 
that will enable the prediction of the material 
properties necessary to prevent fractures in oil 
and gas pipelines. Pipelines are produced by 
forming steel plates into cylinders and welding 
the seams together. These cylinders are then 
joined together in the field by girth-welding to 
produce a pipeline that is usually buried 
underground. In the harsh northern Canadian 
climate, these pipelines must be able to 
withstand bending at low temperatures during 
installation, and possible subsequent 
displacements caused by ground movements 
such as frost heave or slope instability (a form 
of landslide). They are constructed of high- 
strength steel to enable gas to be transmitted 
efficiently at high pressures and, because of 
the high stresses, the steel must be 
exceptionally tough with fracture-resistant 
seam and girth welds. 


NRCan scientist setting up X-ray diffraction test to study 
residual stresses in pipe. 


During 2003-04, NRCan developed a 
procedure for assessing the resistance of field 
joints to fracture in pipelines made of high- 


strength steel, the material that will be used in 
the proposed northern pipelines. Scientists 


Performance Discussion by Strategic Outcome 


now have a better understanding of how to 
prevent pipeline field joints from breaking, thus 
ensuring supply, enhanced public safety, and 
reduced risk of contamination to the environment 
from accidental spills, leaks or ruptures. 


Over the past year, NRCan also studied the 
cracking of pipelines due to corrosion with the 
objective of developing technology to minimize or 
eliminate this type of pipeline failure. Coatings 
are used to control the corrosion of pipelines 
during their service life of over 50 or more years. 
NRCan developed laboratory procedures for 
improving the long-term performance of corrosion 
coating during pipeline operation. 


Pipeline monitoring — In March 2004, NRCan 
completed its Intelligent Systems for Pipeline 
Infrastructure Reliability (ISPIR) project, an 
advanced technology fibre-optic system that 
remotely monitors pipelines. The project was 
completed with the assistance of PRECARN and 
opportunities for commercialization are being 
explored. A U.S. patent was issued in January 
2004 and a Canadian patent is pending for the 
invention of a biosensor that can be used to 
measure simultaneously the activity of sulphate- 
reducing bacteria and the rate of corrosion. 
Because bacteria are an important factor in 
causing corrosion of pipelines, the biosensor will 
provide a significant new monitoring capability to 
manage pipeline integrity. 


Advancing pipeline standards — Technological 
developments at NRCan are used as the scientific 
basis for revising the standards set by the 
Canadian Standards Association and other 
regulatory bodies to assess the integrity of 
pipeline systems, in particular, that of girth welds. 
Through incorporation into federal regulations 
under the National Energy Board, this regulation 
is central to ensuring the safe construction and 
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operation of pipelines in Canada. During 2003- 
04, the testing of girth welds in pipelines for 
durability was completed, and the results of 
this work will be used in future revisions of 
standards. NRCan research on inhibitors, 
chemicals that are added in small 
concentrations to oil and gas in pipelines to 
control internal corrosion, will also be 
incorporated into the American Society for 
Testing and Materials standards. 


Increasing the sustainability of mining 
— Mining deeper ore reserves is one strategy to 
extend the life of some of Canada’s world- 
class underground mines. However, mining 
deeper underground entails an entirely new set 
of technical challenges such as heat, 
ventilation, rock instability and the logistics of 
moving employees and equipment from the 
surface to the point of the extraction of ore, 
referred to as stopes. The Deep Mining 
Research Consortium, comprising NRCan, the 
Canadian Mining Industry Research 
Organization (CAMIRO), and other 
government, private and academic partners, 
focuses on solving the problems of conducting 
mining operations below the 2000-metre level 


(see www.deepminingresearch.org). 


Without innovative approaches to reaching 
new reserves deep below the surface, Canada’s 
mining industry would shrink, jobs would be 
lost, and communities, such as those in the 
North, would suffer. It is also more socially 
and environmentally sustainable to continue 
using existing mines than to develop new 
mining projects. In 2003-04, the consortium 
was successful in enlisting 9 of the 

10 industrial partners sought; negotiations with 
the 10th participant are on-going. 


NRCan approved and initiated three projects to 
explore the environmental, health and safety 
aspects of deep mining. The studies will: 


Page. -52- 


¢ determine how diesel engines perform at depths 
of 3100 metres or more where there is less air 
and identify the concentration of toxic tailpipe 
emissions, especially diesel; 

* examine the impacts of heat and stress on 
human health at great depths; and 


¢ explore alternative materials for reliable and 
efficient backfill to stabilize tunnels, referred to 
as drifts, from the weight of rock above them at 
greater depths. 


Did you know? NRCan’s Mine Environment Neutral 
Drainage (MEND) Program received the 2003 Federal 
Partners in Technology Transfer award for the successful 
transfer of knowledge and technology developed in 
federal research laboratories that have a significant 
impact on the socio-economic well-being of Canadians. 
The MEND Program was established to develop and 
apply new technologies to prevent and control acidic 


drainage. Acidic drainage is recognized as the most 
significant environmental liability facing the mining 
industry. 


National orphaned or abandoned mine sites — 
Canada’s long history in mining has resulted in 
more than 10000 orphaned or abandoned mines, 
which are now being addressed through the 
National Orphaned/Abandoned Mines Initiative 
(NOAMI). NOAMLI is a cooperative Canadian 
program that is guided by an advisory committee 


comprising representatives of the N@i M | in 


mining industry, Packer Men iro 
federal/provincial/territorial | N M Ai 
governments, environmental non- ieside 
governmental organizations and First Nations. 
NRCan provides the Secretariat for this multi- 
stakeholder initiative. Since its inception, 

NOAMI’s annual budget of about $100,000 has 
been funded by government and industry partners. 
More information can be found at the NOAMI 

web site (www.abandoned-mines.org). 
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Canadians safeguarded from natural hazards 


Performance Indicator: Impact of NRCan’s S&T on the identification, mitigation and response to 
natural hazards. 


NRCan’s Contribution : NRCan provides the scientific knowledge related to natural hazards, such as earthquake, 
geomagnetic storm, and landslides, and for the monitoring of the occurrence of such hazards. Moreover, it provides 
expertise and technology, such as remote sensing information, to provide details on wild fires (magnitude and 
potential impacts) allowing first responders to plan according to an ever-changing situation. NRCan provided 
advice to the Canadian Council of Earthquake Engineers tasked to consider the review of recommended changes to 
the national building code. The 2005 version of the code has better standards for seismically safer building 
construction, based on analysis of 650 sites in Canada. Throughout the electrical blackout of August 14-21, 2003, 
NRCan provided continuous geomagnetic and seismic hazard monitoring and warning systems, while providing 
maps for fire suppression in British Columbia, demonstrating the Department’s capacity to deliver natural hazard 
and map information under challenging situations. When required, NRCan is involved in emergency simulation 
exercises with other federal agencies, provinces, territories, and municipalities to maintain its level of readiness to 
respond to emergency situations. 


Natural NRCan’s Contribution Recent Events 
Hazards 


NRCan participated in the Roche Brisée II earthquake 
simulation exercise in November 2003 in Quebec. As a 
result of lessons learned during the exercise, NRCan is 
now better prepared to respond to requests for 
earthquake, landslide and map information during a real 
emergency situation. 


Earthquake NRCan’s seismic monitoring function 
operates continuously. The information 
is available from the Internet and from 


an on-call seismologist. 


Geomagnetic | NRCan’s network of geomagnetic On October 24, 2003, NRCan provided a forecast of a 

storm observatories provides data on geomagnetic storm. Geophysical survey companies 
magnetic field variations to forecast saved thousands of dollars by suspending electro- 
magnetic disturbances and storms. magnetic surveys based on the forecast, as conducting 
Among various impacts, magnetic surveys during such magnetic storms generates un- 
storms cause interference with usable data. Also, electrical power grid managers were 
navigation instruments and instability able to prevent grid overload and therefore maintain 
in power systems (pipelines and power | power distribution. 
lines). 


When there is significant forest fires, In August 2003, significant forest fires occurred in 
NRCan provides maps to National British Columbia. Due to the information provided by 
Defence to guide its crew in field NRCan, National Defence was better able to deploy 
operations. The Department uses personnel and conduct fire fighting assistance. In 
remote sensing information to image addition, provincial response operations made better 
the fires, providing a clearer sense of decisions to fight the fires using satellite images. 

the magnitude and potential impact of 
the fires. 


Forest fires 


What’s Next? NRCan will continue to work with Public Safety and Emergency Preparedness Canada and other 
governments and organizations to strengthen its capacity to respond to emergency situations. The Natural Hazard 
Information System is being developed and will make NRCan knowledge of natural hazards fully available over the 
Internet and interoperable with other Government of Canada digital information necessary for the mitigation, 
evaluation and response to hazards. NRCan is developing national standards for geological hazard assessment in the 
fields of landslides, tsunamis and volcanology and to integrate that technology with current information regarding 
the national assessment of earthquake hazards. NRCan is working with Quebec and British Columbia in pilot 
projects in this area. Additional technical and scientific expertise in radiation detection and interpretation will be 
necessary to enhance Canada’s nuclear hazard response through development of a rapid radiation mapping capacity, 
deploying new, near real-time systems that can be mobilized to any part of the country. 
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Strategic Outcome #5 - To provide Canadians 
with a department that is efficiently and 
effectively managed. 


intermediate to Performance Indicators 
immediate Outcomes 


Managing NRCan’s resources Employee satisfaction with NRCan management practices. 

responsibly. NRCan is a healthy and sustainable workplace.* 
Progress towards maintaining and enhancing NRCan’s program 
integrity. 
Savings realized from streamlining administrative processes, innovative 


service delivery, electronic commerce, improved facilities management, 
and information technology bulk purchasing and contracts. 


Continuous improvement of Implementation of recommendations from audits, evaluations and other 
NRCan’s products, services, and studies of NRCan management and operations. 


operations. Progress towards the implementation of leading-edge management 
practices. 


Sustainable development in NRCan Progress of the Department’s Environmental Management System 
operations. towards the implementation of ISO 14000 series of standards. 


Progress towards the implementation of environmental health and safety 
audits and environmental assessment evaluation of NRCan operations. 


Amount of solid non-hazardous waste from NRCan operations per 
capita per year. 
Portion of fleet converted to alternative fuels. 


Rate of purchasing by NRCan of green power. 


* Performance discussion on this specific indicator is presented in a table format on page 58. 


Programs and Resources 

NRCan spent $67.9 million or 5.6 percent of its total actual expenditures of $1,215.4 million on 
this strategic outcome. The bulk of the spending was devoted to activities relating to 
departmental services ($50.7 million); policy R&D and program support ($8.9 million); and 
stewardship of NCR facilities and workplace environment ($8.3 million). These 
programs/initiatives all contribute to the betterment of Canada as a whole under the federal 
government’s Effective Government priority. 


Performance discussion 

Advancing modern management—The_ °* the completion of the Shared Services Study 
Department was active on many fronts in which will lead to improved services for the 

2003-04 in advancing modern management delivery of our programs, science and policy; 
through activities such as: 
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* the Corporate Risk Profile which enables the 
Department to better identify where 
improvements are required; 

the development of the incremental 
Corporate Costing Model to ensure adequate 
support for new programs; 

the development of a Transfer Payment 
Management Framework to ensure good 
value for grant and contribution dollars; 

the use of the new TBS Management 
Accountability Framework to establish 
management expectations, potential 
indicators and desired measures for 
continuous improvement in horizontal 
management practices; and 

the alignment of the Values and Ethics 
Framework to the TBS Values and Ethics 
Code for the Public Service. 


Building a strong and diverse 


workforce — NRCan is committed to 
attracting and retaining a highly skilled, 
knowledgeable and diverse workforce and 
supporting employees in their continuous 
learning and career development. 


Human resources planning and recruitment — 
Strategic directions for HR management were 
developed to ensure that the Department is 
able to recruit and retain a highly competent 
and productive workforce to meet the 
organization’s evolving objectives. These 
directions enable NRCan to assist managers in 
making informed decisions, and in ensuring 
that a consistent HR infrastructure is in place 
to support the ever-changing needs of the 
Department. 


A Policy Analyst Recruitment Development 
Program was designed and launched this year. 
The recruitment phase was launched in 
September 2003. Offers were made in 
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December 2003 and 22 candidates accepted 
positions throughout the Department. 


Official languages — \n an effort to meet the 
Official Languages Policy of the Government 
of Canada and increase the use of both official 
languages in the workplace, developmental 
language training has been provided in most 
sectors within NRCan. In addition, 93 percent 
of executives meet the language requirement 
of their position. 


Public Service Employee Survey (PSES) 2002 
— NRCan is working to enhance workplace 
well-being and create a vibrant work 
environment. Following the results of the 
survey, and based on a consultation process 
with employees, NRCan is taking action on 
some of the priorities that were identified. A 
departmental action plan and a performance 
measurement framework have been developed. 


Employment equity (EE) — Employment equity 
continues to be a departmental priority. 
Several new initiatives have been launched for 
designated groups. A further analysis 
involving the new 2001 census data indicates 
that although some progress was made, there 
are still challenges ahead to deal with under 
representation in certain groups. The 
Department recognizes that it will need to 
enhance staffing processes to reach out to the 
appropriate designated communities and invest 
time in collaborative efforts with functional 
communities. 


Strengthening our information 
management (IM)Anformation 


technology (IT) — Further advancements in 
IM and IT are required to support growing 
demands from departmental programs and 
services and from government-wide initiatives. 
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NRCan strengthened its capacity to improve 
the efficient and effective use of internal IM/IT 
resources through, for example, a legislative 
and policy framework, strategic decision- 
making, organizational and strategic 
leadership, and oversight to support the 
departmental government agenda. Although 
some progress was made on IT infrastructure 
performance and security in 2003-04 through 
the use of program integrity funding, the 
Department has not fully met its expectations 
on advancing the government agenda due to 
funding and resource limitations. 


Moreover, the Department has not yet fully 
met expectations with respect to requirements 
of new government policies given the number 
of new policies introduced concurrently (1.e., 
Management Government Information Policy; 
Management of IT security standard, etc.). 


Efficiently delivering our S&T 
programs — The newly-created Office of 
Chief Scientist (OCS) has been working to 
develop a framework for science at NRCan 
that articulates an S&T vision, mission and 
governance structure for the Department. In 
addition, the OCS is following through on 
delivery of S&T Futures Study 
recommendations such as the development of 
an S&T information system, and better 
definition of S&T infrastructure requirements. 


S&T information system - A comprehensive 
consultant study of departmental S&T 
information needs was completed early in 
2004 ($64,000), which presented five potential 
options for a departmental S&T information 
system. Plans for implementation of the 
preferred option were placed on hold, 

however, following the issuance of a TBS 
directive for departments to limit investment in 
new systems while the central agency explored 
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options for a potential government-wide, 
shared information system (a single Enterprise 
Resource Planning System) over the spring 
and summer of 2004. The OCS initiated a low 
cost approach in the interim to allow the 
capture and reporting of key S&T results using 
a standardized template that aligns to NRCan’s 
Program Activity Architecture. 


S&T infrastructure - A departmental 
Laboratory Coordinating Committee (LCC) 
was created to identify options for the 
replacement or acquisition of major capital 
equipment, including cross-sectoral pooling of 
capital resources, sharing of facilities and 
equipment, and co-investment in major capital 
assets with external partners. Key LCC 
accomplishments in 2003-04 include: 
completion of a department-wide inventory of 
laboratory services and equipment for 
publication on the Intranet; signature of a 
Memorandum of Understanding between two 
sectors for merging technical services; and 
development of business cases for co-locating 
analytical chemistry groups and for virtual 
amalgamation of mineralogy groups to 
facilitate sharing of specialized instruments. 


A Resource Demand Analysis (RDA) to assess 
human, financial and capital resource 
challenges within NRCan’s S&T programs 
was also carried out and completed in 2003-04 
($268,000). This will assist NRCan with 
strategic decision-making in implementing the 
Futures Study, and meet the requirement for a 
Capital Asset Demand Analysis by the TBS. 


Other commitments regarding mechanisms to 
support and facilitate new S&T partnerships 
and cooperative delivery, building on and 
guided by the wide range of existing 
mechanisms currently used by the Department 
(e.g., Oil Sands Tailings Research Centre, 
Explosives Research, Innovation Acceleration 
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Centre, Canadian universities), as well as a 
review of the delivery options for existing 
departmental programs could not be addressed 
due to time constraints and the need to deliver 
on other early priorities of the Office of the 
Chief Scientist. 


Managing our real property — In fiscal 
year 2003-04, NRCan launched a project to 
develop and implement a real property strategy 
for the National Capital Region, with specific 
emphasis on addressing the most deficient 
assets located on the Booth Street Complex. 
The implementation plan involves a 
partnership with Public Works and 
Government Services Canada (PWGSC) and 
Canada Lands Company to support the 
redevelopment and renewal of essential 
government accommodation which may 
include a strategic disposal of real property 
deemed surplus to federal government 
requirements. The Department’s expectations 
were not fully met due to funding limitations 
and the need to seek out other federal partners. 


Did you know? The Canadian Nuclear Safety 
Commission conducted a regulatory audit (Type I 
inspection) of the newly implemented Departmental 
Radiation Safety Program and conventional 


inspections (Type II inspections) at selected sites. 
These inspections revealed that the Department is 
well under way in establishing a better corporate 
safety culture at considerably more efficient use of 
resources. 


Decommissioning plans for three buildings 
located on the Booth Street Complex are 
underway. This supports the Department’s 
contribution to Federal House In Order targets 
and internal departmental long-term capital 
plan targets. In its commitment to providing a 
safe, secure and effective work environment, 
NRCan has continued to address the rust-out 
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related issues facing the real property 
inventory using the five-year $49 million 
Program Integrity funds allocated by Treasury 
Board. During 2003-04, NRCan implemented 
$6.1 million worth of essential building 
projects to address high priority health and 
safety and building-integrity problems. 


Discussions on a new property and facilities 
management agreement have commenced with 
PWGSC to collaborate more effectively in the 
provision of safe, secure and effective physical 
working environments for NRCan 
employees.When completed, the agreement 
will offer the flexibility necessary to conform 
to changing requirements and include 
performance measurement and monitoring 
provisions to enable the Department to fulfill 
its responsibilities as a federal real property 
custodian. 


Fulfilling our environmental 


responsibilities — NRCan conducted a gap 
analysis of its environmental management 
system and developed new procedures relating 
to the revised Canadian Environmental 
Assessment Act with a view to modifying its 
environmental policy; expectations were not 
fully met due to difficulties in finding and 
retaining appropriate personnel. In keeping 
with the requirements of the TBS Policy on the 
Management of Contaminated Sites, NRCan 
completed the assessment of 89 percent of its 
custodial properties in fiscal year 2003-04. 
Estimation of liabilities as per the TBS Policy 
on Costs and Liabilities Related to 
Contaminated Sites was completed for 

66 percent of the custodial properties. 
Furthermore, information regarding NRCan’s 
status report of fuel storage tanks registered 
with the Department is provided in Annex A. 
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Managing NRCan’s administrative resources responsibly 


Performance Indicator: NRCan is a productive healthy and sustainable workplace. 


NRCan’s Support Services Study: NRCan’s Contribution 


Current Picture: * The Government of Canada, as a whole, is looking 


for a better way to deliver support services. 


At NRCan, corporate groups are under great pressure 
to deliver services with inadequate stable funding. 


In 2003-04, the Department completed a support 
services study to help identify areas where it could 
provide services in a more efficient and effective 
manner. 


Based on the study’s recommendations, senior 
management decided to move to a shared services 
approach for the delivery of support services. NRCan 
is presently proceeding with implementation. 


NRCan is at the vanguard of this shared approach to 
service delivery, which has proven to be successful in 
other organizations and is consistent with trends 
already underway across the Government of Canada. 


The ultimate goal is to share and leverage 
departmental resources resulting in lower costs, 
higher quality, and better support to science, program 
delivery, departmental priorities, and the Minister; 
improve accountability and performance; and create 
a true service culture that benefits users as well as 
service providers. 


Fragmented processes 


What Does the Graph Mean? W hat’s Next? 


* NRCan spends close to $168 million and has some ¢ NRCan will be undergoing significant organizational 
1,245 full-time equivalents (FTE) involved in and resource changes as all of the internal support 
delivery among many delivery units. service activities move over to the new Shared 

Services Office. 


* There is fragmentation of processes and inability to 
fully benefit from strategic spending. As a result, the corporate groups will redefine their 
governance/directional responsibilities in this new 

shared services environment to ensure that the 


Department’s legislated management requirements 
are fulfilled. 
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Annex A - Government-Wide Management Issues and 


Statutory Reporting 


1. Sustainable Development Strategy (SDS) — Sustainable development is central to 
the mandate of NRCan. In 2003-04, NRCan continued to demonstrate leadership in the 
implementation of its SDS, Now and for the Future. The accomplishments described in 
section IV of this document contribute to the goals and objectives of the strategy, as these two 
documents share a common Performance Measurement Framework. A final report on the 
strategy’s action commitments is available on-line at http://www.nrean.ge.ca/sd-dd/pubs/prog_e.html. 


On February 16, 2004, 29 federal departments and agencies, including NRCan, tabled their third 
SDS in Parliament. These strategies function as important tools to integrate sustainable 
development into departmental policies, programs, operations and legislation. NRCan played a 
leadership role in the preparation of the third round of strategies through the development of the 
document, “Coordinating Departmental Sustainable Development Strategies.” This document, 
distributed to departments from the Deputy Minister in fall 2003, facilitated a coordinated 
approach to departmental strategies by providing guidance for the strategies with a focus on 
achieving results through a meaningful action plan, and establishing a long-term vision of 
sustainable development and priorities for action for the Government of Canada. 


The completion of NRCan’s third SDS, Moving Forward 1s a significant accomplishment for 
NRCan and the stakeholders that played an active role in its development. Moving Forward was 
viewed as an opportunity to take the Department’s strategy to the next level by taking action on a 
few focussed priorities to advance the contribution of natural resources to sustainable 
development in Canada and abroad. The strategy is focussed on four key results: improved 
decision-making for sustainable development; addressing climate change; international 
leadership on sustainable development; and demonstrating NRCan’s commitment to sustainable 
development in the Department’s operations. Moving Forward is available on-line at 


http://www.nrcan.gc.ca/sd-dd/pubs/strat2004/index.html. Regular updates (twice yearly) on the 
implementation of the strategy will be available via the Department’s web-based tracking system 


http://sd-aims.nrcan.gc.ca. 


2. Sustainable Development in Government Operations — In the fall of 2003, a new 
govemance structure called Sustainable Federal House in 
Order (SFHIO) was created, overseeing both the Sustainable 
Development in Government Operations (SDGO) and the ee 
Federal House in Order (FHIO) initiatives. SFHIO is co-led ee a ee 
by NRCan, Environment Canada, and PWGSC, with the TBS eMiaial dest has tioresied from 
and the Department of National Defence sitting as members 3 percent of total vehicle purchases 
of the steering committees. The purpose of this new to 14 percent, and per vehicle 
governance structure is to strengthen the horizontal RiGisahins yenieesans hy 
management of initiatives related to greening government 
operations. 


Did you know? Since 2001-02, the 


3 percent. 
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The FHIO initiative demonstrates federal leadership to other levels of government and to the 
private sector by increasing the energy efficiency and use of alternative energy in the 
Government of Canada’s operations. The government’s target is to reduce GHG emissions from 
its own operations by 31 percent below 1990 levels by 2010. To date, the Government of Canada 
has reduced its GHG emissions by more than 24.3 percent, exceeding the 2003-04 target of 

24.1 percent. 


3. Service Improvement Initiative (SII) — The objective of the SII initiative is to 
achieve, at a minimum, a 10 percent government-wide increase in client satisfaction with key, 
significant direct service delivery activities by the year 2005. Each department has been tasked to 
define its particular service delivery goals and to set appropriate targets towards service 
improvement. 


With respect to NRCan achievements to date 

P . esate h NRCan SII deliverables as dictated by TBS: 
on-line registration has been complete so the ¢ identification of client-facing services; 
Common Measurements Tool (CMT), which * adoption of the Common Measurements Tool 
forms the basis for measuring client service (CMT) and implementation of client satisfaction 
satisfaction across the government. The surveys to establish satisfaction baselines and 

A a it 2 

Department is now working on a plan with Ay Bees 

a ; on-line registration for the CMT; and 
Statistics Canada to provide NRCan set and publish service standards as well as client 
employees with relevant training. Moreover, a satisfaction results. 
project has commenced to determine a 
comprehensive picture of the Department as a 
whole regarding services delivered to outside 
clients. 


In a government-wide evaluation using a ranking system of 0 to 4 (4 being the best), NRCan 
scored four for Service Standards Reporting, and three for Client Satisfaction Survey Results 
(TBS - Assessment of Public Reporting of Service Standards and Survey Results, March 2004). 


4. Procurement and Contracting — Procurement and contracting plays a central role 
given that it allows the Department to obtain highly specialized research and analytical advice in 
support of its policy and program delivery, achieve operational requirements, and encourage 
economic growth. 


The Department operates in a decentralized environment with personnel in both headquarters and 
in regional offices. A contracting authority of $5,000 for goods and services contracts is 
delegated to all Responsibility Centre Managers across the Department. Contracting 
responsibilities are conducted under the Financial Administration Act, Government Contract 
Regulations, trade agreements, Treasury Board policy on contracting, and other Treasury Board 
contract directives. The contracting functional authority awards all contracts above $5,000, and 
in addition, provides advice and guidance to managers on policy procedures. 
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The Department has developed an Intranet web site that provides information on departmental 
procurement operational policies, and other tools. One such tool is the availability of Request for 
Proposal templates for various types of professional services contracts. There is also information 
on established procurement instruments such as standing offers and supply arrangements useful 
for many types of services procured by the Department. This tool allows program manager to 
focus efforts on the Statement of Work. 


Key accomplishments for 2003-04 included meeting our targets for Aboriginal procurement on a 
consistent basis; working in partnership with INAC to provide information sessions to 
headquarters and regional office staff on the Procurement Strategy for Aboriginal Business; 
implementing a renewed training program for departmental managers on procurement planning 
and responsibility; and implementing a Contract Review Committee responsible for the review of 
contracting situations that could be interpreted as inconsistent in terms of the government’s 
competition policy or trade agreements. 


5. Storage Tanks — The status of NRCan’s registered fuel storage tanks, as at March 31, 


2004, is indicated in the table below. This information is reported in the DPR as required under 
Schedule II of the Canadian Environmental Protection Act (CEPA). 


Type of Tank # Registered # Compliant* # Non-compliant* # Need 
Upgrading** 
Aboveground it 10 1 l 
storage tank 


Underground 5 3 Bi 2 
storage tank 


* Reflects compliance with the Federal [Aboveground/Underground] Storage Tank Technical Guidelines. 

** The upgrading of non-compliant tanks is not a mandatory requirement at this time. However, a new, more stringent storage tank regulation 
under CEPA is currently under development that will capture more storage tanks, include new technical requirements, and require upgrades. 
NRCan will be assessing its complete storage tank inventory against this new regulation, and any storage tank systems that are not in 
compliance will be upgraded to meet the technical requirements in the new regulation. 


6. Climate Change — Addressing climate change is one of the most horizontal issue facing 
NRCan, as well as the federal government as a whole. It requires expertise in a number of fields 
(e.g. climate science, international relations, energy technologies and markets) which is found in 
a number a sectors within NRCan, and within a number of other departments. The introduction 
of a significant number of new federal measures aimed at addressing climate change announced 
by the Government of Canada on August 12, 2003, has contributed to increase this horizontality. 
An interdepartmental process to develop mechanisms to better manage the suite of federal 
climate change measures was initiated after the August announcement. NRCan, as one of the 
leading federal departments on climate change, plays an active role in this process. The 
information is available on the TBS horizontal initiative website at 


http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp. 
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Annex B - Financial Performance 


Financial Performance Overview 


NRCan’s financial information is presented by the strategic outcomes shown in Section III of this 
report. 


Definitions 


The financial tables in this section present financial information as planned spending, total 
authorities and actual spending. The definitions of these terms are: 


Main Estimates: These dollar figures match those in Part II Main Estimates as approved by 
Parliament. 


Planned Spending: These dollar figures match those shown in NRCan’s 2003-04 Report on 
Plans and Priorities. They represent what the plan was at the beginning of 
the year, adjusted to include Federal Budget announcements. 


Total Authorities: These dollar figures include the main and supplementary estimates for 
NRCan and match the dollar figures shown in the Public Accounts for 
2003-04. They represent what additional spending Parliament has 
approved for NRCan to reflect changing priorities and unforeseen events. 


Actual Spending: These dollar figures match those shown in the Public Accounts for 
2003-04 for NRCan. They represent what was actually spent. 
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1. 


Summary of Voted Appropriations 


Authorities for 2003-04 Financial Requirements by Authority (millions of dollars) 


2003-04 
Total Total 
_ Main Planned Total Total 
Vote Program Estimates Spending Authorities Actuals 
Operating Expenditures 524.7 530.9 ST7,6 530.8 

5 Capital Expenditures 10.7 10.7 LO4 6.9 
10 Grants and Contributions 173.8 182.2 DST te PAA ne 
(S) Minister of Natural Resources - Salary 

and Motor Car Allowance 0.1 Ot 0.1 0.1 
(S) Contributions to Employee Benefit 

Plans S222 eee) 56.0 56.0 
(S) Canada-Nova Scotia Development Fund pal 1.1 0.0 0.0 
(S) Canada-Newfoundland Development 

Fund 1.6 1.6 0.8 0.8 
(S) Canada-Newfoundland Offshore 

Petroleum Board 3.) 33 pie 2am 
(S) Canada-Nova Scotia Offshore 

Petroleum Board Dae) MO 1.6 1.6 
(S) Payments to the Nova Scotia Offshore 

Revenue Account 18.0 18.0 45.3 45.3 
(S) Payments to the Newfoundland 

Offshore Petroleum Resource Revenue 

Fund 26.6 26.6 124.2 124.2 
(S) Geomatics Canada Revolving Fund (2.4) (2.4) Al (4.5) 
(S) Nova Scotia Fiscal Equalization Offset 

Payment 0.0 0.0 0.0 0.0 
(S) Newfoundland Fiscal Equalization 

Offset Payment 0.0 0.0 ZOOS a2 205.2 
(S) Canada Foundation for Sustainable 

Development Technology 0.0 0.0 hy 125.0 

Total NRCan 812.1 828.2 1,409.1 L2A54 
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2a. Departmental 2003-04 Main Estimates versus Actual Spending and Total Authorities 
by Strategic Outcome (millions of dollars) (Budgetary) 


(includes Geomatics Canada Revolving Fund) 


Less: 
Transfer Total Gross __ Respendable Total Net 
Strategic Outcomes Operating Capital _ Payments Expenditures Revenues * Expenditures 
Information dissemination and 
consensus building 
Main Estimates \Rororet 3.4 14.0 eye | 11.9 161.2 
Total authorities 191.4 Be) 16.1 210.8 19.3 191.5 
Actuals 189.9 Ze 15> 207.5 19.3 188.2 
Economic and social benefits 
Main Estimates 140.5 33 130.0 Pai t Sve) 12.8 261.0 
Total authorities 140.8 3) 469.3 613.4 Oh i 603.7 
Actuals 127.3 NG) 415.7 544.7 9.7 535.0 
Environmental protection and 
mitigation 
Main Estimates 234.3 Deg 76.1 353-3 8.9 304.2 
Total authorities 240.1 2.7 272.6 515.4 4.0 $11.4 
Actuals 203.9 2.4 190.3 396.6 4.0 392.6 
Safety and security of 
Canadians 
Main Estimates 319 La 5.9 38.9 6.0 3229 
Total authorities 33.0 a 3.9 38.0 4.4 33.6 
Actuals Sips 0.4 3.9 36.1 4.4 3147 
Sound departmental 
manage ment 
Main Estimates 51.9 0.2 0.8 52.9 0.1 52.8 
Total authorities 67.9 0.3 0.7 68.9 0.0 68.9 
Actuals 66.9 0.3 0.7 67.9 0.0 67.9 
Total 
Main Estimates 614.3 10.7 226.8 851.8 39.7 812.1 
Total authorities 613.2 107 762.6 1,446.5 37.4 1,409.1 
Actuals 619.8 6.9 626.1 12528 37.4 1,215.4 
Other Revenues and 
Expenditures 
Less: Non- 
Respendable 
Revenues ** 
Main Estimates 
Total authorities 49.7 
Actuals 128.3 
128.3 
Add: Cost of 
services provided 
by other 
departments 
Main Estimates 34.7 
Total authorities 34.7 
Actuals 39.6 
Net Cost of the Program 
Main Estimates 896.5 
Total authorities 1,572.1 
Actuals 1,383.3 


* Formerly “Revenues Credited to the Vote” 
** Formerly “Revenues Credited to the CRF” 
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2b. Summary of 2003-04 Main Estimates versus Actual Spending and Total Authorities 
(millions of dollars) (Budgetary) 
(includes Geomatics Canada Revolving Fund) 


2003-04 
Total 

2002-03 Main Total Total 

Actuals Estimates Authorities Actuals 
Operating (includes Employee Benefit Plan) 617.6 614.3 GI Siaz 619.8 
Capital 172 10.7 10.7 ib! 
Transfer Payments 39350 226.8 762.6 626.1 
Total Gross Expenditures 1,028.4 851.8 1,446.5 1,252.8 
Less: Respendable Revenues wie 3971, 37.4 37.4 
Total Net Expenditures fees le 4 812.1 1,409.1 1,215.4 
Other Revenues and Expenditures 
Less: Non-respendable Revenues 68.9 49.7 lao une, 128.3 
Plus: Cost of services provided by other 
departments 39:5 34.7 34.7 39.6 
Net Cost of the Program 961.8 896.5 (S724 1,383.3 


3. Historical Comparison of Total Net Planned Spending to Net Actual Spending and 
Total Authorities by Strategic Outcome (millions of dollars) 
(includes Geomatics Canada Revolving Fund) 


2003-04 
Total Total 
2002-03 Main Planned Total Total 

Strategic Outcomes Actuals Estimates Spending Authorities Actuals 
Information dissemination and consensus 206.9 LOL? 161.2 191.5 188.2 
building 

Economic and social benefits 431.6 261.0 ZI sl 603.7 555).0 
Environmental protection and mitigation 251d 304.2 306.2 511.4 392.6 
Safety and security of Canadians 39.4 32.0 32 38.6 a1F 
Sound departmental management 81.6 26 B2y0 68.9 67.9 
Total Budgetary O91 2 812.1 828.2 1,409.1 1,215.4 
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4. Actual Expenditures for 2003-04 by Major Activities and Strategic Outcome 
(millions of dollars) (includes Geomatics Canada Revolving Fund) 


Strategic Outcomes 


Information Economic, : / / 
Dissemination | Socialand | Environmental | Safety and 
and Consensus | Environmental | Protection and | Security of | Departmental : 
Major Activities (consolidated) Building © Benefits Mitigation | Canadians | Management | Expenditures 


Connecting Canadians to geospatial 

information 

Creating an Aboriginal property 

ee eee infrastructure 10.5 


[Departmental services | services 50.7 


Developing Canada’s North aa ae 
geoscience and geospatial 
information 


N 
(=) 
~—] 


Investments in and support of forest 
sector programs and special 
initiatives 


Low level radioactive waste 
management 


ies) 
~) 


Leveraging investments in climate 
change* 


Market transformation and 
incentives for energy efficiency and 
renewable energy* 


\o 
— 
tO 


Policy research, development, and 
program support* 


Providing science, technology and 
innovation support for the 
sustainable development of 
Canada’s natural resources* 


Regulation and assistance for the 
development of offshore oil industry 


Regulation, research, and control of 
explosives use 


| 


Stewardship of NCR facilities and 
workplace environment 
Less: Respendable Revenues 


* Note: This activity includes climate change funding. 


viii Natural Resources Canada 


5 Revenues by Strategic Outcome (millions of dollars) 


(includes Geomatics Canada Revolving Fund) 


2003-04 
_. _ Total Total 
. 2002-03 Planned Total Total 
Strategic Outcomes Actuals Revenues Authorities Actuals 
Respendable Revenues 
Information dissemination and consensus building 12.0 11.9 193 195 
Economic and social benefits 11.6 1238 Oe, 22) 
Environmental protection and mitigation 6.0 8.9 4.0 4.0 
Safety and security of Canadians eS 6.0 4.4 4.4 
Sound departmental management 0.1 0.1 0.0 0.0 
Total Respendable Revenues 32 39.7 37.4 37.4 
Non-Respendable Revenues 
Information dissemination and consensus building jes) 0.1 0.5 0.5 
Economic and social benefits 46.1 49.4 108.6 108.6 
Environmental protection and mitigation 18.7 0.0 18.2 18.2 
Safety and security of Canadians 1.4 0.2 0.7 0.7 
Sound departmental management LZ 0.0 0.3 0.3 
Total Non-Respendable Revenues _ 68.9 49.7 128.3 128.3 
Total Revenues 106.1 89.4 165.7 165.7 
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6. Total Statutory Transfer Payments by Strategic Outcome (millions of dollars) 


2003-04 
Total Total 

2001-02 2002-03 Main Planned *Total *Total 
Strategic Outcomes Actuals Actuals Estimates Spending Authorities Actuals 
Information dissemination 0.0 0.0 0.0 0.0 0.0 0.0 
and consensus building 
Economic and social 52:6 287k 47.3 47.3 37.0.2 310.2 
benefits 
Environmental protection 0.0 0.0 0.0 0.0 125.0 125.0 
and mitigation 
Safety and security of 3.4 3uF D7 aye 3.6 3.6 
Canadians 
Sound departmental 0.0 0.0 0.0 0.0 0.0 0.0 
management 
Total Statutory Payments 56.0 290.8 53.0 53.0 504.8 504.8 


* There is a significant increase in the 2003-04 Total Authorities and Total Actuals figures due to: the addition of new 
statutory payments for the Newfoundland Fiscal Equalization Offset Payment - $205.2M and the Canada Foundation 
for Sustainable Development Technology - $125M; and increased payments to the Nova Scotia Offshore Revenue 
Account - $45.3M and the Newfoundland Offshore Petroleum Resource Revenue Fund - $124.2M. 
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ie Transfer Payments (excluding Statutory Contributions) by Strategic Outcome 
(millions of dollars) 


2003-04 

Total Total 

Main Planned Total Total 
Strategic Outcomes Estimates Spending Authorities Actuals 
GRANTS 
Information dissemination and consensus building | Bee Tg2 BA eal 
Economic and social benefits Os 0.3 0.0 0.0 
Environmental protection and mitigation 0.3 0.3 Fs) 1.3 
Safety and security of Canadians 0.0 0.0 0.0 0.0 
Sound departmental management 0.1 0.1 0.0 0.0 
Total Grants 1.9 ig 2.4 2.4 
CONTRIBUTIONS 
Information dissemination and consensus building 12.8 12:9 1520 14.4 
Economic and social benefits 82.4 91.4 p33 39:5 
Environmental protection and mitigation 75.8 75.8 146.3 64.0 
Safety and security of Canadians 0.2 O71 0.3 0.3 
Sound departmental management Ua 0.1 0.7 0.7 
Total Contributions 171.9 180.3 255.4 118.9 
Total Transfer Payments 173.8 182.2 257.8 121.3 
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8. Transfer Payments that exceeded $5 million/year in 2003-04 by Strategic Outcome 


Long-Term Strategic Outcome #1: Information Dissemination and Consensus Building 

Objectives: (i) easily accessible and integrated knowledge on the state of Canada’s landmass and natural resources, 
and the economic, environmental, and social dimensions of their use; (11) greater national and international 
cooperation and consensus on sustainable development issues, policies, goals and actions; and (111) fiscal, regulatory 
and voluntary approaches that encourage the sustainable development of natural resources. 


Transfer Payments Planned Results | Key Accomp lishments 


Model Forest See page 13, Furthering strategic See page 13, Furthering strategic 
Program partnerships in Canada’s forest sector. | partnerships in Canada’s forest sector. 
($6.8 million) 


Long-Term Strategic Outcome #2: Economic and Social Benefits 

Objectives: (1) greater economic opportunities and encouraging investment in innovative and higher-value uses of 
natural resources; (11) expanded access to international markets for Canadian resource-based products, knowledge, 
technologies and services; and (ili) increased capacity of Aboriginal, rural and northern communities to generate 
sustainable economic activity based on natural resources. 


Transfer Payments Planned Resulis ss Key Accomplishments 


Nova Scotia Offshore | To provide the Government of Nova Statutory payments were made to Nova Scotia 
Revenue Account Scotia with revenues from offshore as on a timely basis, in amounts equal to various 
($45.3 million) if these resources were on the land offshore revenues, including royalties, rentals, 
portion of the province. forfeitures, fees and corporate offshore 
income tax collected by Canada. 


Newfoundland To provide Newfoundland and Statutory payments were made to 

Offshore Petroleum Labrador with revenues from offshore Newfoundland and Labrador on a timely basis 

Resource Revenue activities as if these resources were on in amounts equal to various offshore revenues, 

Fund land, within the province. including royalties, rentals, forfeitures, fees 

($124.2 million) and corporate offshore income tax collected 
by Canada during the year. 


Newfoundland Fiscal | Compensate the province for part of its | Pursuant to the Accord Act, Canada made 

Equalization Offset losses in fiscal equalization monthly payments to Newfoundland and 

Payment entitlements as a result of offshore Labrador amounting to the province’s 

($205.2 million) revenues being included in the entitlement under the provisions of the Accord 
equalization program. Act. 
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Transfer P ayments 


S.O. #2 (continued) 


Assistance to 
Canada’s forest 
sector: 


-Canada Wood 
Export Program 
($5.6 million) 


-Value-added 
research initiatives 
($3.5 million) 


-Financial 
sustainability of the 
research institutes 
($13.2 million) 
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Planned Results Key Accomplishments 


See page 27, Enhancing the 
competitiveness of Canada’s forest 
sector and protect forests’ health. 


Increase collaboration between wood 
industry associations in branding 
Canadian wood products as high 
quality and environmentally-friendly, in 
existing and emerging markets; and 
promote Canadian wood products and 
technology in emerging offshore 
markets. 


Expand synergy of existing value 
added wood research and technology 
across Canada. 


Provide short-term funding to support 
the core research programs of FERIC, 
Paprican and Forintek. 


See page 27, Enhancing the competitiveness 
of Canada’s forest sector and protect forests’ 
health. 


Opened Canada Wood (industry associations) 
offshore offices in London, Brussel, Tokyo, 
Beijing and Shanghai; through collaboration 
between Canadian and Chinese wood 
specialists, a chapter providing details of 
Canadian timber design values and species 
was included in the Chinese Timber Structure 
Design Code which was promulgated in 
January 2004. 


34 research projects were implemented that 
included collaborative efforts of Forintek 
Canada Corp., Universities of B.C., Toronto, 
Laval and New Brunswick in the areas of 
resource characterization, manufacturing 
processes, new product development and 
market access issues; expanded the network of 
industry advisors to include all regions of 
Canada; and provided in plant assistance and 
advice to over 250 small to medium-sized 
value-added wood manufacturers. 


FERIC: developed hardware (MultiDAT) to 
collect and analyze machine operation data 
and methodology in order to find efficiencies 
in forestry equipment; MultiDAT is now 
commercially available and is widely 
integrated in the Canadian forestry industry. 


Paprican: as a result of research done by 
Paprican, companies can now switch form 
alkaline to near-neutral sulphite de-inking 
which can save between $5 and $10 per tonne 
of de-inking pulp. 


Forintek: research developed techniques that 
utilized infrared energy to thaw out the barks 
of frozen logs in order to facilitate winter 
debarking and maximize wood recovery as 


well as pulp chip quality. 
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Long-Term Strategic Outcome #3: Environmental Protection and Mitigation 

Objectives: (i) Canada addressing its international Kyoto commitment to reduce greenhouse gases; (11) scientific 
research, technologies and stewardship practices that reduce environmental impacts, conserve biodiversity, and 
increase the efficiency of resource development and use; and (ili) Canada’s environment safeguarded from the risks 
associated with natural resource development and use. 


Transfer Payments Planned Results Key Accomplishments 


See Strategic Outcome #3, Addressing climate change and 


Improve energy efficiency 
and the adoption of 
alternative sources of 


Energy efficiency and 
the adoption of 
alternative sources of 


other environmental issues. 
¢ planned to purchase agreements for 450 Gwh of 


energy (includes 
AP2000) 
($42.9 million) 


Climate Change 
Action Fund 
($11.7 million) 


Canada Foundation for 
Sustainable 
Development 
Technology (SDTC) 
($125.0 million) 
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energy which contribute to 
reducing GHG emissions. 


As part of NRCan’s 
contribution to the Climate 
Change Plan for Canada, 
continued support of 
technology demonstration, 
adaptation, research and 
forest carbon stock 
measurements. 


This additional funding, 
transferred in March 2004, 
will allow SDTC to fund 
larger development and 
demonstration technology 
projects related to climate 
change/GHG reduction 
and abatement of air 
pollutants. 


electricity from emerging renewable energy sources 
(ERES) having low environmental impact for federal 
facilities by 2006; 45 Gwh of electricity had been 
purchased as of March 2004. 


6 projects, in various sectors (including renewable 
energy, oil and gas, energy efficiency, and fuel cells) 
were approved for Technology Early Action Measures 
(TEAM ) funding; a new contracting system was 
developed to pre-qualify consultants for developing and 
evaluating SMART (System of Measurement and 
Reporting for Technologies) on TEAM projects; 
impacts and adaptation: funded 20 projects to improve 
understanding of Canada’s vulnerability to climate 
change in water resources, agriculture, fisheries, and 
coastal management; 

funding was continued for forest carbon stock 
measurement projects, including the implementation of 
National Forest Inventory (NFI); NFI agreements have 
now been signed with 7 provinces; in addition, forest 
change detection methods were developed and the 
Carbon Budget Model of the Canadian Forest Sector 
(CBM-CFS2) was upgraded; an operational-scale 
version of the CBM-CFS3 has been developed and is 
currently undergoing beta testing. 


As of November 2003, SDTC had committed $40 million 
to climate change and clean air projects. 
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9. Conditional Grants / Foundations (millions of dollars) 


Name of Foundation or 
Conditional Grant 
Recipient 


The Federation of Canadian 
Municipalities’ Green 
Municipal Funds (GMF) 
comprising the Green 
Municipal Enabling Fund 
(GMEF) and the Green 
Municipal Investment Fund 
(GMIF) 


Sustainable Development 
Technology Canada (SDTC) 
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Expected Results 


To leverage private 
sector contributions to 
make cities and towns 
across Canada more 
energy efficient, and at 
the same time, reducing 
our greenhouse gas 
emissions. 


To improve the 
environmental 
efficiency and cost- 
effectiveness of 
municipal 
infrastructure. 


To approve 65 GMEF 
studies and 15 GMIF 
projects for a total of 
$48.5 million in 
funding. 


An arm’s-length 
foundation established 
as a mechanism to 
support development 
and demonstration of 
new environmental 
technologies that 
address issues of 
climate change, air 
quality, clean water and 
clean soil. 


Actual Results Achieved URL Links to 
Related 


Information 


In 2003-2004, 53 GMEF studies 
and 18 GMIF loans and pilot 
project grants, valued at over 

$88 million were approved to 
leverage an additional 

$546 million in economic activity. 


www.tfcm.ca 


As of March 2004, 297 GMF 
studies and projects had been 
approved for a total of 

$125 million in funding, 
leveraging over $768 million in 
total spending. 


* first annual report issued in May _ | http://www.sdtc.ca 
2003 and tabled in the House of 
Commons on July 16, 2003 by 
Minister of NRCan; 

Budget 2004 provided an 
additional $200 million 

($550 million total funding) and 
expanded SDTC’s mandate to 
include technologies for clean 
water and clean soil; 

funding agreement setting out 
the terms and conditions to 
guide SDTC in meeting its 


objectives revised to reflect 
additional funding; and 
completed fifth call for 
Statements of Interest in March 
2004. 
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10. Loans, Investments and Advances (millions of dollars) 


Loans 
Atomic Energy of Canada Ltd. 
Housing 


Heavy Water Inventory 


Loans to facilitate the 
implementation of the Hibernia 
Development Project 


Nordion International Inc. 

Total Loans 

Investments and Advances 
Sunset / Special Programs 


Lower Churchill Development 
Corporation 


Atomic Energy of Canada Ltd. 


DEVCO Working Capital Advance 
Total Investments and Advances 


Total 


Xvi 


Opening | : 
April 1“ 
2002 


0.1 


6.5 


164.2 


Opening 
April 1* 
2003 


0.1 


=e) 


164.2 


New 
loans 
issued 


Outstanding 
Repayments Balance 
2003-04 2003-04 

- 0.1 

1.0 4.5 

o2 46.0 

4.0 86.0 

14.2 136.6 

. 14.8 

- 164.2 

- 179.0 

14.2 315.6 
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Annex B 


12. Geomatics Canada Revolving Fund Financial Summary (millions of dollars) 


2003-04 


: Total a 
2001-02 2002-03 — Planned Acta Total 
Actuals Actuals Spending Authorities — Actuals © 
Respendable Revenues 
Products 10.6 11.6 13.1 13 1235 
Services 3.0 3.0 3.6 3.6 3.4 
Consulting 0.8 LF 1.0 1.0 0.5 
Total Respendable Revenues 14.4 16.3 , ee 177 16.4 
Operating Expenses 
Cost of sales pes) ja) 35) SS Se 
Salaries & employee benefits 533 7.0 6.6 6.6 4.9 
Depreciation 0.4 0.5 0.4 0.4 0.4 
Repairs and Maintenance 0.4 0.3 0.5 0.5 03 
Administrative & support services Loy, Das) ee Dae 2.0 
Utilities, materials and supplies 0.4 0.5 0.5 0.5 0.3 
Rental 0.2 05 0.3 0.3 0.2 
Interest 0.1 0.1 0.1 0.1 0.1 
Transportation and communication 0.6 0.6 0.7 0.7 0.3 
Professional and special services {9 32 2.4 2.4 Ded 
Total Operating Expenses 13.9 18.3 _ AT. 17.2 14.3 
Operating Surplus (Deficit) 0.5 (2.0) 0.5 0.5 ysl 
Non cash item: Depreciation 0.6 0.6 0.6 0.6 0.5 
Changes in Working Capital (0.2) 29 1.3 rs 0.5 
Other items 0.0 0.0 0.2 0.2 0.0 
Investing activities: Capital acquisitions (0.2) (0.2) (0.2) (0.2) (0.1) 
Cash Surplus (Requirement) (0.4) a1 13 1.3 0.4 
Cash at April 1* 0.9 (0.2) Ll tl 11 
Cash at March 31 (0.2) et 3.5 365 4.1 
Year end adjustments (0.6) (4.0) 0.0 0.0 pas 
Cumulative Net Authority Used (0.8) (2.9) 35 RS 1.6 
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13. Contingent Liabilities (millions of dollars) 


Amount of Contingent Liability 


Current 
March 31* March 31" as of 
List of Contingent Liabilities 2002 2003 March 31", 2004 
Claims and Pending and Threatened Litigation 946.8 446.7 493.9 
Total Contingent Liabilities 946.8 446.7 493.9 
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Annex C - Supplementary Information 


1. Key Partners 


Key Co-delivery Partners 


OGDs/Agencies 
Environment Canada 


Department of Foreign Affairs and 
International Trade 

Revenue Canada 

Justice Canada 

Finance Canada 

Agriculture and Agri-Food Canada 
Fisheries and Oceans Canada 

Health Canada 

National Defence 

Industry Canada 

Human Resources Development Canada 
Indian and Northern Affairs Canada 
Climate Change Secretariat 
Canadian International Development 
Agency 


External 
United Nations Agencies 
Aboriginal Organizations 
Provincial/Territorial/Municipal 
Governments 
Industry 
Academia 
Non-Government Organizations 


Portfolio 
National Energy Board 
Atomic Energy Canada Limited 
Canadian Nuclear Safety Commission 
Cape Breton Development Corporation 
Newfoundland and Nova Scotia 
Offshore Petroleum Boards 
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Areas of Cooperation 


Strategic Outcome | 
sharing of knowledge 


cooperation and consensus building 
technology transfer 
long-term research 
development and implementation of 
policies, Acts and fiscal, regulatory and 
voluntary approaches 

Strategic Outcome 2 
generating economic and social benefits 
developing non-government centres of 
excellence 
expanding access to international markets 
increasing Aboriginal and northern 
community capacity 

Strategic Outcome 3 

¢ climate change strategies, technologies, 
programs and projects 

¢ technologies and stewardship practices 

e energy efficiency and effectiveness 

Strategic Outcome 4 
safeguarding Canadians from natural and 
man-made hazards 
spatial positioning, mapping and boundary 
maintenance 
safe use of explosives and pyrotechnics 
regulatory frameworks for energy 
transmission, offshore development and 
Canada’s uranium and nuclear industry 


Natural Resources Canada 


2. Organization and Actual Spending for 2003-04 


Accountability — NRCan delivers on its strategic outcomes and objectives with strong internal 
interdependency and sharing of knowledge and expertise across its organizational groups and 
sectors that report to the Deputy Minister. 


Minister 


Deputy Minister 


Climate Change Large Final Emitters Group Office of Chief Scientist 


Secretariat $ 0.1M $0.8M 2FTEs 
$21.9M 26FTEs 


Earth Sciences Sector Canadian Forest Service Minerals and Metals Sector Energy Sector 
$177.9M 1,427 FTEs $142.7M 862 FTEs $50.8M 529 FTEs $ 723.9M 869 FTEs 
Corporate Services Sector Direction and Coordination 
$71.2M 358 FTEs $26.1M 228 FTEs 


*FTEs shown are based on the 2003-04 Main Estimates. 


The Earth Sciences Sector is an organization aligned with government priorities and linked with 
other parts of Canada’s innovation system. Its programs are an essential component of the S&T 
Canadians need to make informed economic, social and environmental decisions. It extends 
logistics support to Arctic science through the Polar Continental Shelf Project. Geomatics 
Canada, Canada’s national mapping agency, provides geographic information of Canada’s 
landmass and offshore including topographic maps and aeronautical charts, legal surveys of 
Canada Lands, geodesy for accurate positioning, and the archiving and application of earth 
observation data. Through their offices and labs across Canada, the Geological Survey of Canada 
provides the framework for mineral and petroleum exploration, helps Canadians mitigate the 
impact of hazards such as earthquakes and toxic substances in the environment, and contributes 
to climate change science, impacts and adaptation. Policy analysis, development and 
coordination is provided to support the Sector’s mandate. 


The Canadian Forest Service promotes the sustainable development of Canada’s forests and the 
competitiveness of the Canadian forest sector for the well-being of present and future generations 
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of Canadians. As the premier forestry S&T research and national policy coordination agency in 
Canada, the Canadian Forest Service plays a pivotal role in building a consensus on key forest 
issues, shaping national and international forest agendas, and generating and transferring 
knowledge through its world-class forestry research. Its policy development, S&T research, and 
programs are delivered through a headquarters establishment and five national science research 
networks operating out of five forestry research centres located across Canada. 


The Minerals and Metals Sector promotes the sustainable development of Canada’s minerals 
and metals resource industries by integrating economic, social and environmental objectives. It 
provides policy advice, S&T, and commodity and statistical information to support decision- 
making. It is also the federal government’s primary source of expertise on explosives regulations 
and technology. The sector promotes globally the safe use of minerals and metals, as well as the 
application of sound science to decisions involving minerals and metals, and facilitates the 
development of domestic and international partnerships to address important challenges 
conceming the responsible development and use of minerals, metals and their products. 


The Energy Sector fosters the sustainable development and responsible use of Canada’s energy 
resources to meet the present and future needs of Canadians. It focuses on S&T, policies, 
programs, knowledge and international activities in the areas of energy efficiency, renewable 
energy, alternative transportation fuels, and conventional energy to further sustainable 
development. Through its work, the sector helps address the climate change challenge, promotes 
better environmental and consumer choices, facilitates North American and international trade in 
energy, contributes to technical innovation, job creation and economic growth, facilitates 
environmental protection and increased public safety and security, and helps to ensure 
competitively priced, reliable and secure energy supplies for Canadians. In March 2004, it was 
decided to separate the Energy Sector into two: the Energy Policy Sector (which includes the 
Large Final Emitters Group), and the Energy Technology and Programs Sector. 


The Corporate Services Sector provides timely and reliable advice, products and services to 
support clients in achieving NRCan’s objectives. The Sector is committed to providing 
leadership to the Department in the following functional areas of expertise: financial 
management; information management; human resources management; workplace well-being; 
environmental affairs; security, safety and emergency management; contracting and procurement; 
information technology; real property; and selected departmental services. 


Direction and Coordination provides services to the Department’s Executive Offices through 
the following branches. The Corporate Policy and Portfolio Coordination Branch provides a 
corporate policy and portfolio-wide coordination function which is responsive to evolving 
priorities thereby enabling it to provide timely and substantive advice to the Minister and Deputy 
Minister; it also enhances the contribution of the Natural Resources Portfolio within government 
and advances horizontal linkages across government with respect to the federal role in the 
sustainable development of natural resources. The Audit and Evaluation Branch provides 
senior management with independent, objective professional advice and assurances on the 
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performance of management frameworks, departmental programs, policies and operations, and 
on risk management. The Communications Branch leads departmental communications in 
support of the Minister, government priorities and the natural resources sector; it provides advice 
for internal and external audiences. Legal Services provides day-to-day legal advice and 
guidance to ensure that NRCan’s activities, policies and operations are consistent with the law, 
regulations and with high ethical standards. 


The Office of the Chief Scientist (OCS) champions science on behalf of the Department, 
communicating the complexity and scope of NRCan’s S&T to internal and external audiences. It 
is leading the process of strategic assessment and change of the departmental S&T mission, and 
is responsible for attaining exceptional standards in the quality of science; creation of innovative 
partnerships and models of S&T delivery; S&T information management; intellectual property 
management, knowledge integration and dissemination; linking S&T with policy and program 
priorities; development and implementation of horizontal management and governance systems; 
and, creating fiscal flexibility and opportunity in S&T. NRCan On Line (NOL) Secretariat is 
leading the Department-wide initiative to improve and transform service to citizens, clients and 
employees using all channels (mail, kiosks, Internet, in-person and telephone). The Secretariat is 
promoting the integration of natural resources information and knowledge to support sound 
decision making. 


With the December 2002 ratification of the Kyoto Protocol and the sun-setting of the Climate 
Change Action Fund (CCAF) at the end of March 2004, the Climate Change Secretariat will be 
winding down its operations in 2004-05. Its main functions will be to complete its 
responsibilities with respect to the CCAF and Action Plan 2000, and negotiate remaining 
bilateral MOUs with interested provinces and territories. The Secretariat reports to the Deputy 
Ministers of NRCan and Environment Canada. 
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3 Key Evaluations and Audits 


Evaluations 


Action Plan 2000 Mid-Program Review (Consultative Services) 

Renewable Energy Deployment Initiative 

Advanced Separation Technologies (Interim Evaluation) 

Conversion of Bitumen, Heavy Oil, Natural Gas and Waste Oils (Interim Evaluation) 


Support Development of Technologies and Other Measured to Control and Reduce Emissions of Particulate 
(Interim Evaluation) 


Advanced Fuels and Transportation Emission Reduction (Interim Evaluation) 
Enhancement of Greenhouse Gas Sinks (Interim Evaluation) 

Transportation fuels from renewable sources (Interim Evaluation) 

National Community Tree Planting Program (Follow-up) 

Quebec Ice Storm 

Forest 2020/Greencover Initiative - Results-based Measurement Accountability Framework (RMAF) 
Canadian Regulatory System for Biotechnology (CRSB) (Consultative Services) 
Canadian Biotechnology Strategy Advice (CBS) (Consultative Services) 

TBS Guidelines Review of Evaluation Studies (Consultative Services) 

S&T Internship Program 

Asbestos Institute - RMAF 

Energy Efficient Housing Initiative New Building Element (EEHI) 

Climate Change Action Fund 

Aboriginal Consultations on Nuclear Fuel Waste - RMAF 

Climate change measures - RMAF 

Super E House Program ((SEHP) 

International Forestry Partnership Program (IFPP) 


Research Partnerships Program - RMAF 
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Contribution Program Management Review for the CANMET Energy Technology Centre (CETC) 
Management Control Framework Audit of Mapping Services Branch 
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gq exsuuy 


Date de la 
chargée de derniére 
l'établisse- modifica- 
ment des tion 
préts ' 


Frais d'utilisation Autorité 


Recettes 
prévues 


Sous-total législatif : 84 509 


Sous-total autres produits et 


Services: 33 605 


Total : 118 114 


F = facultatif 
R= reglement 
PMM = pouvoir du Ministre de passer un marché 


5) 


LLIRN - Loi sur les levés et l’inventaire des ressources naturelles 
LE = Loi sur les explosifs 


LF = Loi sur les for éts 


2003-2004 


(en milliers de dollars) 


Norme de 
rendement 


Estima- 
tion du 
cout 
complet 


Recettes 
réelles 


110 620 


49 889 
160 509 


LIF = Loi sur les immeubles fédéraux 


Résultats en matiére 
de rendement 


Année de planification 


(en milliers de dollars) 


Exercice 


2004-2005 
2005-2006 
2006-2007 


2004-2005 


2005-2006 
2006-2007 


Estimation 
du cout 
complet 


Recettes 
prévues 


186 316 


447 945 
735 031 


LMCT = Loi de mise en oeuvre de l’Accord Canada-Terre-Neuve sur la gestion des ressources pétroliéres et 


gazieres 


CNE = Accord Canada=Nouvelle-Ecosse sur la gestion des ressources pétroli¢res extracotiéres 


LFH = Loi fédérale sur les hydrocarbures 


S.O. = sans objet 


XX 


BPePUED SOIJOINJeEU SB9DINOSSOY 


Autorité 
chargée de 
l'établisse- 

ment des 


Frais d'utilisation 


services donnés par 
des centres de 
technologie 


location de 
machinerie et 
d'équipement 


frais de permis 
d'exploitation 
pétroliére 


Hibernia, 
LMCT, CNE 


droits et privileges 
forestiers 


produits de la 
location et de 
l'utilisation d'une 
propriété publique 


gains attribuables a 
la réévaluation des 
éléments d'actif et 
de passif en 
monnaie étrangére 


Date de la 
derniére 
modifica- 
tion 


Recettes 
réelles 


Recettes 
prévues 


2003-2004 


(en milliers de dollars) 


Norme de 
rendement 


Estima- 
tion du 
cout 
complet 


rendement et 
horaire établis 
par contrat 


attentes relatives 
au niveau de 
service de base 
définies par les 
groupes de 
consultation 


modalités 
contractuelles 
acceptées par les 
deux parties 


Résultats en matiére 
de rendement 


résultats de sondage 
- satisfaction des 
clients - approche 
V’excellence 
uniformément 


Année de planification 


(en milliers de dollars) 


Estimation 
du cout 
complet 


Recettes 
prévues 


Exercice 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


149, 860 
412 460 
700 160 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


gq exeuuy 


XTX 


Frais d'utilisation Autorité Date de la 2003-2004 Année de planification 
chargée de derniére a bee 
Nétablicse- modifica: (en milliers de dollars) (en milliers de dollars) 
ment des tion 


préts 


Recettes Recettes Estima- Norme de Résultats en matiére Exercice Recettes Estimation 
prévues réelles tion du rendement de rendement prévues du cout 
cout complet 


2004-2005 
2005-2006 
2006-2007 


complet 
attentes relatives 
au niveau de 
service de base 
définies par les 
groupes de 


R LE mai 2004 1 170 DaSA 2NB9 
consultation 
LLIRN, 1 694 1 861 AMS. || SOL S.O. 
PMM 


prescrit par la 
LAI 


aucun probleme 
relié au processus 
de résolution des 
conflits 


permis d'explosifs 
et frais d'inspection 


2004-2005 
2005-2006 
2006-2007 


vente d'autres biens 


2004-2005 
2005-2006 
2006-2007 


recettes provenant 
des frais d'accés a 
l'information 


2004-2005 
2005-2006 
2006-2007 


rendement et 
horaire établis 
par contrat 


résultats de sondage 
- satisfaction des 
clients - approche 
Vexcellence 
uniformément 


services fournis a 
d'autres 
gouvernements 
(non fédéraux) 


2004-2005 
2005-2006 
2006-2007 


vente de produits 
d'information 


2004 
2005 
2006 


-2005 
-2006 
-2007 


redevances pour 
une propriété 
intellectuelle 


epeuey sajjainjeu saoinossey 


AX 


: Autorité 


Frais d'utilisation Type 
ee ‘ chargée de 


ae 


- ment des 
préts 


redevances 
pétroliéres 


pénalités 


rendement des 
investissements non 
indiqués ailleurs 


frais techniques et 
scientifiques 


autres recettes pour 
des services non 
réglementaires 


publications et 
cartes 
gouvernementales 


_ Tétablisse- 


Date de la 
derniére 
modifica- 
tion 


Recettes 


Recettes _ 
| réelles 


Estima- 


11. Droits imposés aux utilisateurs externes en 2003-2004 (dollars) 


2003-2004 


(en milliers de dollars) 


Norme de 
tion du rendement 


cout 


complet 


rendement et 
calendrier établis 
par contrat 


établis par 
contrat; normes 
de ’OIN 


Résultats en matiére 
de rendement 


résultats de sondage 
- satisfaction des 
clients - approche 
V’excellence 
uniformément 


Année de planification 


(en milliers de dollars) 


Estimation 
du cout 
complet 


Exercice Recettes 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


2004-2005 
2005-2006 
2006-2007 


AX gq exeuuy 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation — 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 
in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/55-2004 
ISBN 0-660-62660-8 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada’. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.ge.ca 
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1. Minister’s Message 


The Government of Canada has a crucial 
role to play in supporting a dynamic and 
innovative 21st century economy. 
Through prudent fiscal management, by 
creating an opportune environment for 
research, development and 


The Industry Portfolio: 
« Atlantic Canada Opportunities Agency [1] 
= Business Development Bank of Canada [2] 


« Economic Development Agency of Canada for 


Quebec Regions [1 ] 
« Canadian Space Agency 


commercialization, and by promoting a - Canadian Tourism Commission [2] 


climate that supports the entrepreneurial 
spirit, we are helping to create a solid 
foundation for Canada’s future. It is a 
foundation that we can build on to meet 
the challenges of the global marketplace 
— one that is essential to generate the 
wealth that Canadians need to raise our 
standard of living and improve our 
quality of life. 


= Competition Tribunal 

« Copyright Board Canada 

« Enterprise Cape Breton Corporation [1] [2] 
« Industry Canada 

« National Research Council Canada 


« Natural Sciences and Engineering Research Council 
of Canada 


= Social Sciences and Humanities Research Council of 
Canada 
« Standards Council of Canada [2] 
« Statistics Canada 
The Industry Portfolio, comprising 15 « Western Economic Diversification Canada [1] 
departments and agencies, plays a 
significant role in improving Canada’s 
innovation performance. By continuing 
to fund basic research through the 
granting councils, and by working with 
small and medium-sized businesses 
through initiatives such as the Industrial Research Assistance Program and Aboriginal 
Business Canada, we can continue to accelerate the innovation agenda and improve our 
commercialization capacity. 


[1] Not a Portfolio member for the purposes of the Main Estimates. 
[2] Not required to submit a Departmental Performance Report. 


The progress we are making in the research and commercialization agenda will have a 
noticeable impact on Canada’s ability to compete in the marketplace of tomorrow. We 
have seen positive results from our investments 1n universities and colleges. In order to 
transform this increased research capacity and these results into jobs for Canadians, we 
need to work in partnership with our stakeholders to encourage innovation and build our 
commercialization capacity. 


To build on this, we must create a world-class business environment — one with sound 
marketplace frameworks that encourage entrepreneurial activity while removing 
obstacles to effective business growth. In today’s global economy, we must ensure that 
our regulatory regime is one of the most efficient and effective in the world. This is why 
the Government of Canada has made regulatory reform a priority. 


The many programs offered by the Industry Portfolio give our regions and communities 
the opportunity to expand their businesses so they can more effectively compete in the 
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global economy. The expanded on-line delivery of key government services and 
information extends our reach into the remote areas of Canada even further. 


In 2003-2004, NSERC invested $733 million in university-based research and training in 
all the natural sciences and engineering. Thanks to NSERC’s investments on behalf of the 
Government of Canada, Canadian researchers gain access to leading-edge knowledge 
from around the world. Armed with this knowledge, and working increasingly in 
partnership with industry, they help fuel Canada’s innovation system. The students, 
trained with the help of NSERC, acquire the skills needed to pursue rewarding careers in 
all sectors of the economy and become tomorrow’s leaders. These investments in 
Canada’s knowledge base lead to innovations in industry, and help set policy, standards 
and regulations. In so doing, they strengthen our economy and improve the quality of life 
for all Canadians. 


With these and other initiatives, NSERC is playing a key role in helping to secure the 
economic opportunities that are needed to compete in this fast changing world. The 
progress that we have made has benefited Canadians economically and socially in all 
areas of our country. 


I invite you to review NSERC’s Departmental Performance Report for more details on 
how NSERC fosters a productive, innovative and competitive 21st century economy. 


David L. Emerson 
Minister of Industry 
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2. Management Representation Statement 


I submit, for tabling in Parliament, the 2003-2004 departmental performance report 
(DPR) for the Natural Sciences and Engineering Research Council of Canada (NSERC). 


This report has been prepared based on the reporting principles and other requirements in 
the 2003—04 Departmental Performance Reports Preparation Guide and represents, to 
the best of my knowledge, a comprehensive, balanced and transparent picture of the 
organization’s performance for fiscal year 2003-04. 


yan : 
Thomas A. Brzustowski, President 


Natural Sciences and Engineering Research Council of Canada 


220Y¢ OD 22 
Date 
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3. Context 


3.1 Mandate, Vision and Mission 


Canada's prosperity depends upon people, knowledge and innovation, especially in 
science and technology, as we transform our economy from one based on commodities to 
one based on value-added products in all sectors. Science and technology will also 
continue to enhance our quality of life by helping us improve the management of our 
resources, environment, public education and health system. 


NSERC (Natural Sciences and Engineering Research Council of Canada) is the primary 
federal agency investing in people, discovery and innovation. It is funded directly by 
Parliament and reports to it through the Minister of Industry. 


Our mission is to invest in people, discovery and innovation to build a strong Canadian 
economy and to improve the quality of life for all Canadians. NSERC advances 
government-wide priorities of building a stronger Canada, creating opportunities for 
young Canadians and investing in knowledge and creativity. 


Created in 1978, NSERC’s legal mandate, vision and mission are outlined in Figure 1. 


The agency’s ultimate objective is to advance Canada’s prosperity and high quality of life 
by supporting the creation and transfer of knowledge in the natural sciences and 
engineering (NSE) in Canada, and by ensuring people are trained to use and create that 
knowledge. To achieve this, NSERC supports research in Canadian universities and 
colleges that meets the highest international standards of excellence and supports the 
education of young people in that research. 


As a result, Canada has access to leading-edge science and technology from around the 
world and highly-qualified experts. Partnerships with industry connect researchers with 
those who can use the new knowledge productively and enhance Canada’s capacity for 
innovation. Innovation contributes to wealth creation in the economy, which produces 
prosperity. New knowledge in NSE also enhances our quality of life through its impact 
on many policies, regulations, practices and institutions. 


In December of 2003, NSERC received permission from Treasury Board to use the 


trademark “Science and Engineering Research Canada” in its promotional materials and 
its communications with the public. 
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Figure 1 
NSERC’s Mandate, Vision and Mission 


| Mandate 


NSERC was created in 1978. “The functions of the Council are to promote and assist 
research in the natural sciences and engineering, other than the health sciences; and advise 
the Minister in respect of such matters relating to such research as the Minister may refer to 
the Council for its consideration.” (Natural Sciences and Engineering Research Council Act, 
1976-77, c.24.) 


| aS eRe Se 


Vision 


NSERC will help make Canada a country of discoverers and innovators for the benefit of all 
Canadians. 


EEE ete 


Mission 


NSERC will achieve this by investing in people, discovery and innovation through programs 
that support university research in the natural sciences and engineering on the basis of 
national competitions, and that will continue to be our major activity. 
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3.2 NSERC Operations and Organization 


NSERC operates within a framework of: 


(1) programs developed in consultation with the Canadian research and business 
communities, in the context of the present and future challenges facing the Canadian 
university and college research system, and in light of Canada's needs and 
government priorities; and 


(2) a rigorous process of peer review for awarding funds within the programs. 


The peer review system ensures that funds go only to the best professors and students, 
and the best research programs and projects. NSERC's involvement guarantees objective 
and fair review of applications for support. 


Applications for research funding are judged first and foremost on the merits of the 
proposed research and on the excellence of the research team; other criteria vary among 
the agency's programs, and include the level of commitment from industrial partners, the 
plans for interacting with the partners, and (especially for large projects) the design of the 
project and the proposed management structure. 


Applications for direct student support, through NSERC's Scholarships and Fellowships 
programs, are judged on the student's academic qualifications, as well as his or her 
potential for research achievement and an assessment of his or her leadership and 
communication abilities. NSERC recognizes that success in graduate studies, and in a 
subsequent research career, is dependent on more than academic excellence. An 
enquiring mind, adaptability and the ability to work well in a team are also essential. In 
addition to direct support, many other students recerve NSERC support indirectly, 
through research grants awarded to their faculty supervisors. 


NSERC’s sole business line is: Support of Research and Scholarship in the Natural 
Sciences and Engineering. 


NSERC is governed by a Council (a Board of Directors) whose members are drawn from 
industry and the universities, as well as from the private non-profit sector, and appointed 
by the Governor-in-Council. Members serve part-time and receive no remuneration for 
their participation. The President serves full-time, and functions as the Chair of the 
Board and the Chief Executive Officer of the Council. Council is advised on policy and 
programming matters by several committees. Figure 2 presents NSERC’s committee 
structure. 
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Figure 2 
NSERC’s Committee Structure 


Reallocations i Executive 
Committee i Committee 


_ Committee on 
| Professional and | 
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| Scientific Integrity | 


ar teaaN Tet Sires aes: a 


Committee on | Committee on | Committee on | Committee on | Program Evaluation 
Research Partnerships | Scholarships and Committee 
|| 


i 
Communications _ | Research Grants 
i | (CRP) | Fellowships 


Selection i Selection | Selection | i Selection 
Committee | ' Committees | | Committees | i Committees 


* Not a permanent committee - functions in connection with the 4-year reallocations cycle. 
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3.3 Environment 


Along with the more traditional role of education, universities worldwide have become 
centres of knowledge creation. In most industrialized countries, universities play a key 
role in the economic development of the nation. Because of the socio-economic benefits 
of university education and research, government funding of these institutions and their 
activities has become the norm. 


University research 1s now a very large endeavour. In 2002, member countries of the 
Organization for Economic Co-operation and Development (OECD) spent $140 billion 
on university research (see Figure 3). Canadian university professors and students 
performed 5% of this total. When measured as a percentage of GDP, Canada spends 
slightly more on university research than all of its G7 competitors. 


Figure 3 
University Research Expenditures in the OECD, 2002 


U.S. 
36% 


J, Germany 
8% 


Other 
21% 


Total: $140 Billion 


Source: OECD 


In 2003, university research represented 35% of all Canadian research, as measured by 
expenditures (see Figure 4). Of the $7.8 billion of direct and indirect investment in 
Canadian university research in 2003, 44% was allocated to the natural sciences and 
engineering (NSE). 


NSERC is the most important funder of research in the natural sciences and engineering 
in Canadian universities. In 2003, $3.4 billion was spent on research in the natural 
sciences and engineering in Canadian universities. NSERC directly provided almost one- 
fifth of the total funding. Since many of the other expenditures from university, industry 
and government sources are contingent upon NSERC funding and quality control, a 
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reasonable estimate makes the agency directly or indirectly responsible for slightly less 
than half of the total expenditure. Figure 5 gives a breakdown of the total funding by 
direct source. 


Figure 4 
R&D Performance in Canada, 2003 


Government 


10) 
Universities 11% 


35% 


Industry 
54% 


Total: $22.5 Billion 


Source: Statistics Canada 


Figure 5 
University R&D Funding in the Natural Sciences and Engineering, 2003 


Provincial Govt's 
Other 13% 


6% : Industry 
12% 


Universities 
CFl/Other 41% 
Federal 
Organizations 
9% 


Total: $3.4 Billion 


Source: Statistics Canada 
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3.4 Challenges 


People 


Doubling Graduation Rates 

The Government of Canada, through the Innovation Strategy, has set a goal of making 
Canada among the top five Organisation for Economic Co-operation and Development 
(OECD) countries in research and development (R&D) investment per capita by 2010. 
To move Canada into the world's top five countries in terms of R&D intensity per capita 
also implies a very significant increase in the number of highly qualified personnel 
(HQP) available to conduct the increased volume of R&D. 


Canadian universities annually award about 2,000 doctoral, 5,000 master's and 27,000 
bachelor's degrees in engineering, mathematics and science. Even after allowing for 
increases in other sources of HQP — immigration, repatriation and retraining — the 
graduation rate of HQP from Canadian universities at the master's and doctoral levels in 
the NSE will need to at least double to meet the goals set out in the Innovation Strategy. 
Graduation rates depend on both the numbers of graduate students enrolled and the time 
that it takes to complete a degree. There is evidence that completion times have been 
getting longer for decades, and the time from the completion of a bachelor's degree to a 
Ph.D. has reached eight years in some disciplines. Should this trend not be reversed, the 
Government of Canada’s goals of increasing the numbers of HQP will be more difficult 
to achieve. 


Professional Skills 

It is anticipated that a very large proportion of new graduates with advanced degrees will 
be hired into industry. Consequently, their graduate education will have to ensure they 
acquire skills that are important for work in the private sector. These include the 
capacities for teamwork, finding and using knowledge from outside of their own field, 
project management, entrepreneurship, developing a business plan, etc. Teaching such 
skills is not new; the novelty lies in the need to routinely integrate such skills into 
graduate education in the NSE. 


Opening the Door Wider 

Canada’s young scientists and engineers benefit from exposure to international research 
opportunities at an early stage of their careers. Such experience benefits Canada when 
these researchers return and are able to translate their experience into better research 
careers in Canada. The current distribution of Canadian researchers in international labs 
is concentrated in a handful of countries, such as the United States, the United Kingdom, 
France, Germany and Switzerland. However, there are many world-class labs that may be 
found outside of these more prominent countries, and Canada would benefit from greater 
Canadian participation in these as well. NSERC is working to increase the opportunities 
for Canadians to access the best labs in the world wherever they are. 
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Discovery 


Increased Hiring of Professors into Canada’s Universities 

The impressive growth in faculty actively involved in university research poses an 
increasing challenge for NSERC, which has experienced a sustained increase in qualified 
first-time applicants for Discovery Grants. The number of scientists who are establishing 
their research careers as faculty in Canada's universities has been growing since the 
government began increasing investments in university-based research in 1997. Among 
the 3,014 applicants for 2004, 981 — or almost 33 percent — were first-time applicants. 
Against that growth only 259 currently-funded professors did not reapply.' This level of 
attrition has shown no signs of increasing over the same period of time. This is the largest 
growth in new applicants that NSERC has yet experienced. Based on continuing 
consultations with Canadian universities and analyses performed by the Association of 
Universities and Colleges of Canada (AUCC), NSERC expects these hiring trends to 
continue, and in fact to increase as universities increase the size of their faculties to meet 
increases in student enrolment. The net increase in the number of university-based 
researchers represents a potential increase in the nation’s capacity for research and 
training only if these people stay in Canada, receiving adequate funding to develop 
careers, teach our students and work with our industry. 


Maximizing the Return on Federal Investments in Research 

The important investments in infrastructure made by the Canada Foundation for 
Innovation (CFI) and its funding partners is but one example of the Government of 
Canada’s ambitious agenda to improve support for advanced research in Canada. One 
challenge, however, is to support the efficient operation of these facilities, especially 
those funded at a time when the CFI did not provide ongoing operational costs. As these 
early installations begin to run out of funds, many are applying to NSERC’s Major 
Facilities Access program to provide the operational costs of running these important 
facilities. This places further pressure on NSERC’s budget. 


Similarly, to continue to attract and retain the best professors and create a stimulating 
research environment in which they can work, NSERC Discovery Grants at 
internationally-competitive levels must be provided to Canada Research Chair recipients 
and to professors collaborating in their research. In addition, these researchers require 
access to funds through the Research Tools and Instruments program to purchase and 
upgrade research equipment in their labs. 


The overall number of professors in the NSE at Canadian universities is currently relatively stable. 
However, many professors who are not now or never were active in research are retiring, and being 
replaced by new professors expected to conduct research. 
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Innovation 


Facilitating the Commercialization of University Research 

It has been well documented that universities play a strategic role in strengthening 
Canada’s innovative capacity and productivity performance. Canada’s comparative 
advantage in innovation lies in university research, as countries with whom we compete 
may have a longer history of engagement in commercialization activities and of funding 
private research centres that connect research with the global market (such as the Battelle 
Memorial Institute in the United States or the Fraunhofer-Gesellschaft institutes in 
Germany). Universities train HQP who create, build and attract knowledge-based firms. 
Universities are a major source of ideas for new products and processes that add value 
and will contribute to Canada’s long-term success in the global market, but there is a 
need to better link this capacity to the marketplace. 


While results from early commercialization activities are promising, expertise and 
experience in the commercialization of research results is relatively underdeveloped for 
many Canadian universities, in particular when compared to the situation in the United 
States. It is critical that we take advantage of the discoveries of Canada’s research 
universities. To help accelerate the commercialization of university-based research, 
NSERC will triple its annual investments from $5 million to $15 million per year, in 
programs directly supporting commercialization over the next three years. 


Fostering Greater University-Industry Collaboration 

NSERC helps to increase Canada's private-sector R&D investment and performance and 
foster the growth of receptor capacity in industry for new knowledge. NSERC Research 
Partnerships programs bridge the gap between the university research enterprise and 
those who can commercialize and make use of the results in order to create wealth. Cost- 
shared initiatives with industry share both the risks and benefits of research, and reduce 
the time for adoption of new technologies by Canadian industry. 


The private sector is forming partnerships with universities at an increasing rate as 
universities offer access both to new knowledge and to the HQP who will be able to use 
that knowledge productively. There has been strong growth in the number of companies 
that have contributed to NSERC’s collaborative university-industry research programs. 
However, there remain many Canadian companies that could benefit from increased 
collaboration with universities for the purposes of R&D. 


The creation of NSERC regional offices will play an important role in increasing 
NSERC’s visibility and accessibility to industrial partners, in particular to small and 
medium-sized enterprises, throughout Canada. The first two regional offices to open will 
be in Atlantic Canada (Moncton) and the Prairies (Winnipeg). 
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3.5 Clients and Partners 


NSERC does not conduct any research in-house, nor does the organization have any 
training facilities. NSERC supports research in Canadian universities and colleges that 
meets the highest international standards of excellence, and it supports the education of 
young people in that research. As a result, the universities, colleges, companies, 
government agencies and other institutions with which NSERC collaborates are all key 
co-delivery partners. A brief summary of NSERC’s clients and partners is presented in 
Figure 6. 


Every year, NSERC reviews more than 11,000 applications for new grants and 
scholarships. In addition, NSERC manages thousands of ongoing grants and scholarships 
that were previously awarded. Detailed statistics on NSERC applications and awards can 
be found at: http://www.nserc.gc.ca/about/fact_e.asp. 


More than 10,000 university professors and more than 20,400 university students and 
postdoctoral fellows are supported by NSERC. (See 
http://www.nserc.gc.ca/funding/funding dec_e.asp for a searchable database of all 
NSERC grant and scholarship recipients.) The Council also supports a considerable 
number of university technicians and research associates. Most Canadian universities 
benefit from NSERC programs, as do a growing number of industries and government 
departments. Figure 6 presents the details of NSERC’s client support. Estimates of the 
share of the population of eligible individuals and organizations funded or participating, 
and trends over the past 10 years, are also included. 


As the main beneficiaries of NSERC funding, university professors and students are 
NSERC’s key clients. University administrative offices, such as research and scholarship 
liaison offices, are key partners in ensuring cost-effective NSERC program delivery. 
Further downstream, university technology transfer offices assist in generating the socio- 
economic returns at the core of NSERC’s desired strategic outcome. In addition, several 
NSERC programs require the involvement of industry and/or government partners. Some 
company trends and important government partners are highlighted in Figures 7 and 8. 


A large number of difficult-to-identify partners contribute to the fulfilment of NSERC’s 
strategic outcome. These partners are typically involved in the intermediate outcomes 
identified in Figure 10 and include such players as venture capital firms, angel investors, 
government agencies involved in financing businesses, banks and other partners 
providing financing and/or advice. 


Given the multitude of partners involved, it must be emphasized that the outcomes 
presented in Sections 5.1 and 5.2 are shared achievements. Unfortunately, there is no 
easy way of isolating the impact of NSERC funding. However, because NSERC funding 
is the key driver in the early stages of the process and exercises quality control at that 
stage, it is doubtful that many of these outcomes could occur without it. 
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Figure 6 
NSERC’s Clients and Partners, 2003-04 


Number Trends in Share of 
Supported or Shareofthe — the Population Over 
Participating Population! Past 10 Years 
Clients: 
University Professors 10,088 75% Moderate Increase 
Undergraduate Students 8,781 7% Small Increase 
Master’s/Doctoral Students 9,874 40% Small Increase 
Postdoctoral Fellows 1,760 40-45% Small Increase 
University Technicians and Research 35221 30-40% Stable 
Professionals 
Partner Organizations: 
Universities and Colleges 74 75%" Stable 
Companies Performing R&D* 1,024 12% Moderate Increase 
Federal Science Departments/A gencies” Mp2 75% Moderate Increase 
Provincial Science Departments/Agencies” 23 25-40% Moderate Increase 


Source: NSERC 


1. The percentage that NSERC supports of all individuals and organizations eligible for NSERC funding. 
2. Organizations in partnership with NSERC (across all NSERC programs). 
3. Percentage only applies for universities. 


Companies 


Strong growth has taken place in the number of companies that have contributed to 
NSERC’s collaborative university-industry research programs (see Figure 7). Since the 
inception of the university-industry research programs, more than 1,700 firms have 
participated at some time, rising from less than 50 companies in 1983 to more than 500 
businesses 1n 2003. On average, 100 new firms are working with NSERC every year. 


NSERC is well-known to companies heavily involved in R&D. In 2003, 62 of the top 
100 Canadian R&D companies (as ranked by Research Infosource, 2003) funded 
university research jointly with NSERC. 


Government Departments/Agencies 
NSERC is also well known to most federal and provincial science-based departments and 


agencies. A list of federal and provincial departments and agencies that NSERC 
collaborated with in 2003-04 is presented in Figure 8. 
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Figure 7 
Number of Companies Contributing to NSERC’s 
University-Industry Programs 


es 


“New Companies 


1985 . 1987 4989 1991 4993 ©1995 1997 1999, 420015 2003 


Source: NSERC 


Figure 8 
NSERC’s Federal and Provincial Partners, 2003-04 

Federal Departments/Agencies Provincial Departments/Agencies 
Atlantic Canada Opportunities Agency Alberta Agriculture, Food and Rural Development 
Agriculture and Agri-Food Canada Alberta Energy 
Canada Economic Development (Quebec) Alberta Environment 
Canadian Food Inspection Agency Alberta Innovation and Science 
Canada Mortgage and Housing Corporation Alberta Research Council 
Canadian Heritage Alberta Science and Research Authority 
Canadian Institutes of Health Research (CIHR) Alberta Sustainable Resource Development 
Canadian Space Agency Alberta Transportation 
Communications Research Centre Canada B.C. Ministry of Agriculture, Food and Fisheries 
Environment Canada Centre de recherche industrielle du Quebec 
Fisheries and Oceans Canada Manitoba Agriculture and Food 
Health Canada Manitoba Conservation 
Indian and Northern Affairs Canada Fonds de recherche sur la nature et les 
Industry Canada technologies (Quebec) 
National Defence Ministry of Environment (Quebec) 
National Research Council Canada Ministry of Agriculture, Food and Fisheries (Quebec) 
Natural Resources Canada Ministry of Natural Resources (Quebec) 
Public Works and Government Services Canada Ministry of Research, Science and Technology (Quebec) 
Royal Canadian Mounted Police Ministry of Transportation (Quebec) 
Social Sciences and Humanities Research Council New Brunswick Dept. of Natural Resources and Energy 

of Canada (SSHRC) Nova Scotia Dept. of Natural Resources 
Transport Canada Ontario Ministry of Agriculture and Food 
Western Economic Diversification Canada Ontario Ministry of Natural Resources 


Ontario Ministry of the Environment 
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4. Performance Summary 


NSERC measures its performance by evaluating its programs of research and training 
support according to their impact, cost effectiveness and continuing relevance. When 
reviewing performance of research support programs, it is important to remember that 
these investments take longer to bear fruit than most other government investments. The 
impact of NSERC’s investment in research and training in the NSE can be fully 
assessed only over the long term. Therefore, the planned results reported in NSERC’s 
Report on Plans and Priorities 2003-04 should be considered as planned results for the 
future. The performance information presented in this year’s DPR is a retrospective look 
at outcomes resulting from NSERC funding over the past decade, and in some cases even 
longer. An estimate of the performance summary for 2003-04 planned results is presented 
in Figure 9. The evidence presented in Section 5 suggests that all of the 2003-04 planned 
results successfully met expectations. 


In recent years, NSERC has been successful in: 


> maintaining a strong presence in world science and engineering research by annually 
supporting over 10,000 of the most creative and productive Canadian university 
professors; 

> supporting the training of approximately 62,000 master’s and doctoral students, and 
young research professionals since 1978, who have had little trouble finding well- 
paying, productive jobs and who are contributing to Canada’s knowledge-based 
economic sectors; 

> supporting the development of new processes and products, some leading to the 
formation of new companies, all of which contribute significantly to the national 
economy; and 

> introducing new programs to ensure the research community optimises its 
contributions to Canada’s prosperity. 


There were no occasions during 2003-04 that required NSERC to respond to 


Parliamentary committee recommendations as required by the terms of Departmental 
Performance reports (DPR). 
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Figure 9 
Performance Summary of Planned Results 


Performance 


Did not 
fully meet Successfully met Exceeded 


See 


section(s) 


Expenditure 


Planned Results expectation expectations expectations for details 
PEOPLE: 

1. Highly qualified people (HQP), expert $107.1 Sal 
in research in the natural sciences and @ a2 
engineering (NSE), able to pursue various 

knowledge-intensive careers within 

industry, government and other sectors of 

the economy. 

2. Enhanced ability to recruit the next $5.1 @ al 
generation of scientists and engineers Sy) 
among today's youth. 

3. Canadian universities achieve high $85.6 US) Dal 
levels of research excellence and become $2 
world-class research centres in the 

knowledge-based economy. 

DISCOVERY: 

1. High-quality research capability $342.4 Sal 
maintained across all areas of the natural e De 
sciences and engineering (NSE). New 

knowledge that is the source of new ideas 

for innovation. 

2. Enhanced ability to access leading-edge $11.1 Q ss 
knowledge from around the world. ; 


INNOVATION: 


1. Productive use of knowledge in support $57.5 
of new products, processes, and services, 
leading to new jobs and businesses. 


2. Accelerate research in target areas of $46.0 @ 
national importance. 


3. Knowledge base for developing $42.9 @ 
policies, standards and regulations, and 
making decisions, for government and 
industry. 
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5. Performance Discussion 


The strategic outcome that NSERC strives to achieve is to provide Canadians with 
economic and social benefits arising from the provision of a highly-skilled workforce and 
knowledge transfer of Canadian and international discoveries in the natural sciences and 
engineering from universities and colleges to other sectors. In more detailed terms, 
NSERC’s performance expectations, along with some key partners, are highlighted in the 
logic model shown in Figure 10. Starting with NSERC’s main activities at the bottom of 
the figure, the model shows the progression from the immediate to intermediate outcomes 
expected, which eventually leads to the desired strategic outcome. The pace of this 
transition varies with the research projects and students funded, taking from a few years 
to decades. This progression is also not risk free, with some research projects and 
students not realizing their full potential. As well, no one indicator can be considered a 
defining accomplishment; rather a whole suite of indicators must be taken into 
consideration. 


NSERC invests government funds through a variety of programs with different 
objectives, but with the same strategic outcome (socio-economic benefits for Canadians) 
in mind. All of NSERC’s programs achieve a number of immediate and intermediate 
outcomes. Linking resources to any one expected outcome is, therefore, virtually 
impossible. Figure 11 presents the major NSERC programs, the respective resources 
invested in 2003-04 and the most relevant immediate and intermediate outcomes for 
each. 


Sections 5.1 and 5.2 provide details of the performance measures selected for immediate 
and intermediate outcomes, respectively. 
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KEY PARTNERS 


Canadian public 
Parliamentarians 


Canadian companies 
Government dept.’s 
Professors and graduates 
University industry 
liaison offices 


Industry and govt. 
partners 
Professors and students 


University 
administrators 
Professors and students 
Peer reviewers 

NSERC staff 


ee 
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Figure 10 
NSERC Performance Logic Model 


STRATEGIC OUTCOME 


To provide Canadians with economic and social benefits arising from the provision 


of a highly-skilled workforce and knowledge transfer of Canadian discoveries in the 
natural sciences and engineering from universities and colleges to other sectors. 
Expenditures to support this outcome amounted to $734 million in 2003-04. 


INTERMEDIATE OUTCOMES 


INT6 — Employers get access to highly qualified personnel 

INTS — Employment of postgraduates in well-paying jobs 

INT4 — Research results used by public (policy and safety) and private sectors 
INT3 — New and improved products and processes introduced to market 
INT2 — Start-up companies established 

INT1 — Invention disclosures, patents and licences obtained 


IMMEDIATE OUTCOMES 


IMMS — Knowledge creation and dissemination to users 
IMM4 - Research funds leveraged from partners 

IMM3 — Students and postdoctoral fellows gain research experience 
IMM2 — Diversified research base maintained 

IMM 1 — High-quality research conducted 


ACTIVITIES AND OUTPUTS 


AO4 — Ongoing grant and scholarship administration, monitoring & financial reviews 
AO3 — Decision making and notification 

AO2 — Application processing and peer review 

AO! — Program policy, communication and management 
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Figure 11 
Major NSERC Programs 


KEY RESOURCES 
OUTCOMES MAJOR PROGRAMS AND OBJECTIVES 2003-04 ($M) 
IMM 1-3, IMMS, Discovery Grants $291.5 
INT1-6 


The Discovery Grants program is NSERC’s largest single program and it 
is the mainstay of support for university-based research. The program 
provides partial funding for ongoing multi-year programs of basic 
research, usually to an individual principal investigator. 


The objectives of the Discovery Grants program are to: assist in 
promoting and maintaining a diversified base of high-quality research 
capability in natural sciences and engineering in Canadian universities, 
foster research excellence and provide a stimulating environment for 
research training. 


IMM3, INTS-6 Postgraduate Scholarships $69.7 


Postgraduate Scholarships are intended to assist in the training of highly- 
qualified scientists and engineers by providing financial support to 
excellent students working towards a master's or doctoral degree in the 
natural sciences or engineering. 


IMM 1, IMM3-5 Strategic Projects $46.0 
INT1-6 

The program funds project research in target areas of national importance 

and in emerging areas that are of potential significance to Canada. The 

research is early-stage with the potential to lead to breakthrough 

discoveries. 


IMM1, IMM3-5 Networks of Centres of Excellence $38.1 
INT 1-6 

Networks of Centres of Excellence are unique partnerships among 

universities, industry, government and non-governmental organizations 

aimed at turning Canadian research and entrepreneurial talent into 

economic and social benefits for all Canadians. An integral part of the 

federal government's Innovation Strategy, these nation wide, 

multidisciplinary and multi-sectoral research partnerships connect 

excellent research with industrial know-how and strategic investment. 


IMM1, IMM3-5 Collaborative Research and Development Projects $28.0 
INT1-6 

The program is intended to give companies operating from a Canadian 

base access to the special knowledge, expertise and educational resources 

at Canadian postsecondary institutions and to offer opportunities for 

mutually-beneficial collaborations that result in industrial or economic 

benefits to Canada. The CRD grants support well-defined projects 

undertaken by university researchers and their private-sector partners. 


IMM1-5 Research Chairs 
INT1-4 
NSERC Industrial Research Chairs are intended to assist universities in $17.2 
building on existing strengths to achieve the critical mass required for a 
major research endeavour in science and engineering of interest to 
industry; and/or assist in the development of research efforts in fields that 
have not yet been developed in Canadian universities, but for which there 
is an important industrial need. 


The key objective of the Canada Research Chairs program is to enable $67.7 
Canadian universities, together with their affiliated research institutes and 

hospitals, to achieve the highest levels of research excellence and to 

become world-class research centres in the global, knowledge-based 

economy. 
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Figure 11 
Major NSERC Programs 


KEY RESOURCES 
OUTCOMES MAJOR PROGRAMS AND OBJECTIVES 2003-04 ($M) 
IMM 1-2 Research Tools and Instruments $27.4 


Research Tools and Instruments grants foster and enhance the research 
and research training capability of university researchers by supporting 
the purchase of research equipment and installations. 


IMM3 Undergraduate Student Research Awards $18.9 


These undergraduate awards are meant to stimulate students’ interest in 
research in the natural sciences and engineering. They are also meant to 
encourage students to undertake graduate studies and pursue a research 
career in these fields. 


IMM3, INTS-6 Postdoctoral and Industrial Fellowships $18.6 


These fellowships provide support to a core of the most promising 
researchers at a pivotal time in their careers. The fellowships are also 
intended to secure a supply of highly-qualified Canadians with leading- 
edge scientific and research skills for Canadian industry, government and 
universities. 


IMM 1, IMM3-5 Research Networks $16.4 
INT1-6 

The objective of the Research Networks grants program is to foster: the 

creation of knowledge and expertise that can most effectively be attained 

through large-scale multidisciplinary research projects; collaboration 

between university- and college-based researchers and other sectors; 

transfer of knowledge and expertise to Canadian-based organizations; 

training of highly-qualified personnel; and social and/or economic 

benefits to Canada. 
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5.1 Immediate Outcomes 


In the next two sections, the progression of outcomes from immediate to intermediate as 
identified in Figure 10 will be presented. The link between NSERC programs and 
outcomes is indicated in Figure 11. 


IMM 1 — HIGH-QUALITY RESEARCH CONDUCTED 


One of the first tangible outcomes of an investment in university R&D is a publication in 
a scientific or engineering journal. The worldwide culture of university research places a 
great deal of importance on publishing new discoveries and advances in widely- 
circulated journals. Investment in this very public forum gives the country’s researchers 
access to the latest international research and the ability to build on this research. 


Canadian researchers (all sectors) in the NSE publish roughly 17,000 journal articles per 
year, ranking Canada sixth overall in the world. This has represented a declining share of 
worldwide production, from over 5% at the beginning of the decade to 4.3% in 2002 (see 
Figure 12). This decline has occurred as emerging economies have dramatically increased 
their scientific production. Canada’s share of world NSE publications has declined 
considerably over the past 10 years as compared to our major competitors (see Figure 

13). Most of Canada’s and the world’s scientific and engineering publications are 
produced by university researchers. The upswing of Canada’s world share of publications 
seen in 2002 may be linked to the increased investment in university research over the 
past several years. 


Figure 12 
Number of Canadian Publications in the NSE and World Share 


fa FE FT 1 | 2 | 


1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 


[=a Publications (No.) —-World Share (%) 


Source: Observatoire des Sciences et des Technologies 
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Figure 13 
Change in World Share of NSE Publications 
2002 vs. 1993 


Change in World Share (%) 


Source: Observatoire des Sciences et des Technologies 


In a detailed analysis of publications resulting from NSERC funding (see 
http://www.nserc.gc.ca/about/aud_eval_e.asp for full report) it was found that NSERC- 
funded professors were responsible for 85% of the publications produced by this sector 
while accounting for only 75% of the population. NSERC-funded professors are therefore 
more productive than professors not funded by NSERC (see Figure 14). 


Figure 14 
Number of NSERC-Funded Publications in the NSE, and Share of 
University NSE Papers 


1993 1996 1999 


Publications (No.) —— Share (%) 


Source: Observatoire des Sciences et des Technologies, NSERC estimates 
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Figures 15 and 16 show examples of “productivity” and “impact” of Canadian 
publications in the NSE. In Figure 15, the per capita output of Canadian NSE 
publications is similar to most of our major industrialized country competitors. Figure 16 
provides an indication of the “impact” of Canadian papers in the NSE. Similar to 
common rating systems, in which a higher score indicates more viewers, listeners or 
readers, the impact factor is a measure of the potential use of a researcher’s work by 
fellow researchers. If a researcher’s work is being referenced or cited more often by 
his/her peers then there may be more intrinsic value to the work. Canada’s impact factor 
in the NSE is slightly better than or as good as six countries of the G7, and significantly 
behind only the U.S. The dominance of U.S. research with its high impact factor has 
existed since the inception of this indicator. 


Figure 15 
Per Capita Output of Articles in the NSE, 2000-2002 
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Source: Observatoire des Sciences et des Technologies, OECD. 


Awards and prizes are another measure of excellence in the research community. 
NSERC collected data on 191 international awards and prizes over the past 10 years. 
NSERC-funded professors have received roughly 3% of the awards and prizes included 
in the analysis (see Figure 17). This percentage is slightly below the 4% of publications 
attributable to the community. Lower levels of funding available to Canadian “star” 
researchers, as compared to their American counterparts, may partially explain this 
difference. Also, a less-aggressive attitude in seeking prizes and nominating our best for 
them may help to explain the difference. 
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Figure 16 
Average Impact Factor of Publications in the NSE for G7 Countries 


Impact Factor 


Canada Germany U.K. U.S. France Italy Japan 


1993 41998 @ 2001 


Source: Observatoire des Sciences et des Technologies 


Figure 17 
Number of International Awards and Prizes Won by NSERC- 
Funded Researchers 
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Source: NSERC 
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Dr. Patrick Selvadurai 
Recipient of the Max Planck Research Award in Engineering Sciences, 2003 


Dr. Patrick Selvadurai, Professor of Civil Engineering and Applied Mechanics at McGill 
University, received the Max Planck Research Award in Engineering Sciences for 2003. Dr. 


Selvadurai is the first Canadian engineer to receive the Max Planck Award. 


Dr. Selvadurai’s research work spans a number of areas in continuum mechanics, 


computational and experimental geomechanics and applied mathematics. The Max Planck 
Award carries with it research funds that will enable Dr. Selvadurai to collaborate with 
researchers at the University of Stuttgart and other research institutions in Germany over a 
five-year period. 


The Max Planck Award is named after the 1918 German Nobel Laureate in Physics, 
Professor Dr. Max Karl Ernst Ludwig Planck, who is recognized for numerous scientific 
accomplishments, including the discovery of energy quanta. © 


The contributions of established researchers to their fields of study are usually recognized 
by various awards and honours, such as invitations to give special lectures or to serve on 
editorial boards of scientific and technical journals and boards of professional 
societies. On this basis, membership on an editorial board is an indicator of “excellence.” 


In a study conducted by NSERC, the top 10% of journals in 2000 in each science and 
engineering discipline were selected as the sample for editorial board membership. 
Canada ranked sixth in the world in terms of number of researchers serving on the 
editorial boards of NSE journals. The Canadian share of the total number of members of 
editorial boards was 4.3%, in line with publication output. The study sample identified 
411 Canadian researchers as editorial board members. NSERC-funded board members 
accounted for 92% of the Canadian share, a much larger share than would be expected 
given their share of the total population. 


IMM2 — DIVERSIFIED RESEARCH BASE MAINTAINED 


One of NSERC’s important objectives is to maintain a significant presence in all fields of 
the natural sciences and engineering. NSERC accomplishes this by funding a critical 
mass of professors and students in all disciplines of the natural sciences and engineering. 
This ensures that Canada has access to world knowledge produced in all fields and that 
the country’s researchers can quickly participate in new emerging areas. As was 
previously indicated, most of Canada’s NSE publications are produced by university 
researchers funded by NSERC. When publications are examined by discipline (see Figure 
18) it can be seen that diversification, for the most part, is being accomplished. (Note: for 
the biomedical sciences and clinical medicine disciplines the Canadian Institutes of 
Health Research ensure added diversification. ) 
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Figure 18 
NSERC-Funded Share of Canadian Publications by Discipline 
1996-99 (%) 
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Source: Observatoire des Sciences et des Technologies 


IMM3 — STUDENTS AND POSTDOCTORAL FELLOWS GAIN RESEARCH EXPERIENCE 


NSERC invests over 40% of its funding in training the next generation of science and 
engineering graduates. This training support is provided in two ways: (1) directly through 
national competitions to selected individuals; and (2) through indirect support provided 
by an NSERC-funded professor from his or her NSERC grant. The main groups of 
students and fellows supported along with key results from surveys conducted are 
highlighted below (see http://www.nserc.gc.ca/about/estimates_e.asp for a full report on 
scholarships and fellowships surveys). 


Undergraduate Students 


NSERC provides four-month jobs for undergraduate students in the natural sciences and 
engineering through our Undergraduate Student Research Awards (USRA) program 
(note: NSERC-funded professors also support undergraduate students through their 
NSERC research grants). NSERC’s current annual investment of $19 million in this 
program brings this experience to nearly 4,300 students every year. Providing these 
students with valuable experience in a university or industrial laboratory encourages them 
to undertake graduate studies. This is an important indicator of the impact of the program. 
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The first three surveys conducted with USRA recipients involving 5,322 respondents, 
found: 


Q Satisfaction is high with the USRA work experience; 

Q Students report learning practical techniques and methods and gaining critical 
management skills; 

Q Students report that the supervision and instruction they received was excellent; 

Q Students’ interest in research increased at a critical period in their career choice; 

Q USRA work experiences had a significant impact on students’ interest in careers in 

industry; 

Q Students overwhelmingly believe their USRA job experience will improve their 
permanent job prospects; and 

a A significant number of students plan to stay in university longer as a result of their 
USRA job experience. 


Master’s and Doctoral Students 


NSERC provides scholarship support for Canadians to pursue master’s or doctoral 
degrees in the natural sciences and engineering. This is done in two ways: (1) directly 
through national programs supporting more than 3,500 students annually at a cost of $75 
million per year; and (2) indirectly through NSERC’s research grants, which support 
more than 4,800 students (full-time equivalent), at roughly $88 million per year. 


The career status (Section 5.2) of former NSERC-funded master’s and doctoral students 
and the degree to which NSERC funding affects their ability to undertake or continue 
with their studies are important indicators of the impact of the scholarship support. Over 
the past eight years, NSERC has completed six surveys of directly-funded master’s and 
doctoral students. Some of the key findings related to the research experience gained by 
these students is highlighted below: 


Q 46% report that NSERC funding was “very important” to their decision to continue to 
graduate studies; 

Q 96% of the respondents completed the degree (master’s or doctoral) for which they 
received NSERC funding; and 

Q nearly two-thirds of the graduates are currently engaged in R&D activities in their 
careers. 


Postdoctoral Fellows 


After a doctoral degree, it has become customary in many NSE fields to go through 
additional postdoctoral research training. NSERC directly funds postdoctoral fellows 
(PDFs) for up to two years to continue their research training. The agency now invests 
approximately $17 million per year to support roughly 425 Canadian PDFs per year. 
NSERC also provides this PDF support for nearly 1,000 other individuals through 
NSERC research grants at an annual investment of over $38 million. 
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The career status of former NSERC-funded postdoctoral fellows and the degree to which 
NSERC funding affects their ability to pursue a research career are important indicators 
of the impact of the postdoctoral support. Over the past four years, NSERC has 
completed two surveys of directly-funded postdoctoral fellows. Some of the key findings 
of the surveys are: 


Q PDFs tend to obtain faculty positions at universities (57%) to train the next generation 
of scientists and engineers; 

a The vast majority (87%) are still engaged in research, either as a university professor, 
research scientist or engineer; 

Q Almost 75% of PDFs report their postdoctoral training was critical to their careers; 

and 

Q For 89% of PDFs, NSERC funding was moderately to very important in their 
decision to continue with their research in an academic environment. 


Industrial Research Fellows 


Another route for doctoral graduates to gain additional research experience is through 
NSERC’s Industrial Research Fellowships (IRF) program. This relatively small program 
invests approximately $5 million per year to help place 175 Canadian Ph.D.s annually in 
industrial laboratories. This investment has contributed significantly to the number of 
doctoral graduates working in Canadian industrial labs. More than 20% of Canadian 
industrial researchers with a Ph.D. have been funded by NSERC through the IRF 
program. 


To determine if the program is staying on track, NSERC routinely monitors the 
employment situation of former IRF winners. Some key findings are: 


Q 77% of former IRF winners are still working in Canadian industries. A small 
percentage have gone on to academic positions in Canadian universities and a similar 
percentage have left the country. 

Q 98% of the firms said that the program was able to meet their requirements. 

Q 98% of the firms stated that the research project undertaken by the fellow was 

“successful.” 

Q 94% of the firms believed the research project undertaken to be cost-effective. 
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Former NSERC-Funded Students and Fellows Comment on Their 
Awards 


Undergraduate Students 


* “T enjoyed the hands-on laboratory work, which helped improve my skills and critical thinking.” 

» “This is a very good opportunity for students to get a taste of formal R&D.” 

« “I feel the program, as it is, gives important experience and education to the participant.” 

« “Increase the value of the USRA — it’s not even enough to pay for tuition and books, much less 
living expenses.” 

» “Excellent program that helps students acquire knowledge and experience that is otherwise 
unavailable.” 


Master’s and Doctoral Students 


«= “TI now have tremendous research opportunities in my current job which I would not have had 
without my NSERC-funded training. The knowledge is beneficial to myself and my employer 
certainly, but arguably for the country overall.” 

= “NSERC support was critical to my decision to pursue graduate studies instead of employment. I 
appreciate very much the opportunities now available to me as a result of your investment in me.” 

» “There are very few qualified Canadians available for hire in our industry. NSERC is a key enabler 
for generating suitable candidates, and thus plays a big role in our industry.” 


Postdoctoral Fellows 


» "Without my NSERC support I would simply not have conducted a research career — it changed 
my life." 

» “NSERC Postdoctoral fellowships are essential to ensure the brightest young people remain in the 
university setting to become faculty in our universities. This is most important.” 

» “NSERC PDFs are vital to ensure that our best students get the opportunity to continue their 
studies in the world’s best laboratories. Excellent program-keep it up!” 


Industrial Research Fellows 


» "The program is fantastic and individuals that are interested in industry will greatly benefit from 
i Res 

« “TJ am certain today that I obtained a position as Director of R&D in big part due to NSERC and the 
IRF program.” 

» “My IRF allowed a small, developing company hire me, which exposed me to the challenges and 
rewards of working for such a company.” 
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IMM4 — RESEARCH FUNDS LEVERAGED FROM PARTNERS 


Because of the socio-economic impacts of university research described in Section 5.2, 
NSERC views any additional investment in university research as a positive impact on 
the Canadian economy. Many of NSERC’s programs, and especially the university- 
industry programs, require a contribution from industry, universities, government 
departments and agencies. Over the past 10 years, contributions from NSERC’s partners 
have been significant (see Figure 19), totalling an impressive $806 million. A comparison 
of NSERC funding to partner contributions is also presented in Figure 19. The ratio of 
partner contributions to NSERC funding has increased over the past 10 years. From a low 
of 1.6 in 1994-95, this ratio now stands at 1.8. Put another way, for every dollar NSERC 
puts on the table for a university-industry research grant, our partners contribute almost 
two dollars, demonstrating the value they place on the R&D and the training of students. 
The impact of NSERC’s partnership programs has been to increase the share of 
university research funding from industry to levels well beyond most industrialized 
nations (see Figure 20). The partnership programs of CIHR also contribute to this total. 


Figure 19 
Contributions to NSERC’s University-Industry R&D Programs 
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Figure 20 
Share of University Research Funded by the Private Sector (%) 
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Source: OECD 


IMMS5 — KNOWLEDGE CREATION AND DISSEMINATION TO USERS 


The new knowledge created by NSERC-funded university professors is often used by 
researchers in Canadian government laboratories and industry. One of the first indications 
of this dissemination to users is through collaborative publications. Figure 21 indicates 
that over 1,000 university-government publications and, on average, 400 university- 
industry publications are produced annually. This trend has been fairly steady over the 
past decade, although the downturn in Canadian industrial R&D in recent years has also 
had an impact on the number of university-industry collaborative papers. 


In 2002, Dr. Réjean Landry of Université Laval conducted a survey of knowledge 
dissemination to users (industry and government) by 1,500 NSERC-funded professors. 
Figure 22 highlights the percentage of the survey respondents who carried out research 
with industry or government partners in the last five years. The majority of the 
respondents in all disciplines participated in this type of collaborative R&D, ensuring 
quick knowledge dissemination. Also from the survey, Figure 23 presents the frequency 
with which NSERC-funded professors took user needs into consideration when planning 
their research projects. To some degree, the majority of professors took into account the 
needs of users in planning their projects. It must be noted that not all research, especially 
basic research, has clearly-defined users or applications. The type of knowledge 
dissemination to users by NSERC-funded professors and the frequency of occurrence is 
presented in Figure 24. Although the majority of respondents engage in a variety of 
knowledge-dissemination efforts, a significant minority do not. Improving knowledge 
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dissemination to potential users will be an important goal for NSERC, and future surveys 
will monitor the situation. Survey respondents mentioned many impediments to 
knowledge transfer to users. Nearly half of the respondents mentioned lack of expertise 
of users, lack of firms in the region, lack of academic rewards for dissemination and the 
pressure to publish as various obstacles to knowledge dissemination. 


Figure 21 
Number of University-Industry and University-Government 
Publications with NSERC-Funded Professors 


SRS ogg 


G Government G Industry 


Source: Observatoire des Sciences et des Technologies, NSERC estimates 


Figure 22 
NSERC-Funded Professors Who Carried Out Research with Industry or 
Government Partners in Last Five Years 


Eng. & Computer Sc. Life Sc. Physical Sc. & Math. 


@ Yes GNo 


Source: Dr. R. Landry, Laval University 
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Figure 23 
How NSERC-Funded Professors Plan Their Research Projects as They 
Relate to Needs of Users 
(Users = Private Firms and Government) 


& Focused On Needs 
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Source: Dr. R. Landry, Laval University 


Figure 24 
NSERC-Funded Professors Dissemination of Research Results to Users 
(Users = Private Firms and Government) 


@ Send My Results 


|G Present My Results 
~ |DInvolved in Working Groups 


@ Consulting Services Related to 
My Research Field 
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Frequency 


Source: Dr. R. Landry, Laval University 
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5.2 Intermediate Outcomes 


The intermediate outcomes presented in this section usually take longer to become reality 
than the immediate outcomes previously presented. Most of the intermediate outcomes 
expected are part of the technology transfer process. This process can be described as the 
movement of ideas, tools and people from university professors and students supported 
by NSERC to the private and public sector. This movement leads to socio-economic 
benefits for Canadians as a result of NSERC research support. A number of intermediate 
outcomes are presented below to help illustrate NSERC-funded technology transfer. 


INT1 — INVENTION DISCLOSURES, PATENTS AND LICENCES OBTAINED 


Statistics Canada conducts a survey of intellectual property (IP) commercialization in the 
university sector every two years (see http://www.statcan.gc.ca/english/sdds/4222.htm for 
the full report). Results from the 2003 survey are expected in late 2004. The key results 
from the first two surveys are highlighted in Figure 25. The survey data are confidential 
and it is therefore impossible to link the outcomes in the figure below to NSERC funding. 
However, from NSERC’s analysis of patents and publications, it is highly likely that the 
vast majority would be attributable to NSERC funding. The sizeable increases seen over 
the two-year period for most of the commercialization activities presented is a positive 
result. Other commercialization trends are presented below. 


Figure 25 
Survey of Intellectual Property Commercialization 
Commercialization Activity 199 2001 % Change 
Universities actively managing IP 52 58 12 
Inventions disclosed 829 1005 21 
Inventions protected 509 625 23 
New patent applications 616 867 4] 
Patents issued 325 401 23 
Total patents held 1,826 2,069 13 
New licences 218 320 47 
Total active licences 1,109 1,338 21 
Royalties from licensing ($M) $18.9 $44.4 2D 
Total spin-off companies 454 655 44 
Sponsored research ($M) $2,241 $3,329 49 


Source: Statistics Canada 


NSERC Page 37 


A patent is issued when an invention is deemed to be new, useful and non-obvious. 
Universities are paying closer attention to the potential value of R&D carried out on their 
campuses, and are seeking patent protection. A good measure of this activity is the 
number of U.S. patents being issued to Canadian universities. These have increased 
significantly over the decade, as shown in Figure 26. An analysis of the nearly 1,200 
patents issued to Canadian universities over the past 10 years has found that more than 
800, or 72%, of the patents listed an NSERC-funded professor as one of the inventors. In 
addition, NSERC-funded start-up companies (see INT2) have been issued 391 U.S. 
patents over the past decade. As shown in Figure 27, all NSERC-funded patents 
combined account for 5% to 8% of the institutional U.S. patents assigned to Canadian 
organizations every year. 


Figure 26 
Number of U.S. Patents Issued to Canadian Universities and 
NSERC-Funded Start-Up Companies 


1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 


@ University G NSERC-Funded University 3 NSERC Start-Up Companies | 


Source: U.S. Patent Office database ( ). Includes only utility 
patents. 
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Figure 27 
Percentage of Canadian Institutional U.S. Patents Issued to Canadian 
Universities and NSERC-Funded Start-Up Companies 
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Source: U.S. Patent Office database ( ). Includes only utility 
patents. 


Another way university research is transferred to industry is through a licence, giving the 
industrial buyer the right to commercialize the research. Commercial use of the licensed 
technology results in royalty income to the university and typically the researcher. The 
amount of licensing royalty revenues is another measure of the value of university 
research. Figure 28 presents an estimate of licensing revenues for Canadian universities. 
Most of these revenues can at least be partially attributed to funding from NSERC and 
the Canadian Institutes of Health Research (CIHR). The trend in revenue growth has 
generally been positive (except for the most recent year) over the decade, and it should 
continue to grow as universities strive to secure additional revenues. Examples of 
licences based on NSERC-funded research include: 


e Mechanical Engineer Dr. Warren Finlay at the University of Alberta designed a new 
inhaler to deliver lung cancer drugs. The inhaler, which looks like a “puffer” for 
asthmatics, is loaded with a powder that contains thousands of nanoparticles to 
deliver medication directly to the lungs. The new drug inhaler was licensed to LAB 
International Inc., a drug development company based in Quebec. 


e Dr. David Lowe, a computer scientist at the University of British Columbia has 
licensed complex mathematical formulae designed to allow machines to recognize 
objects to Evolution Robotics. Dr. Lowe’s technology enabled Evolution Robotics to 
develop a cost-effective computer vision package that gives robots the ability to 
recognize objects and images. 
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e Dr. Molly Shoichet, a specialist in tissue engineering at the University of Toronto, 
developed an innovative way to speed the healing of severe bone breaks. Dr. Shoichet 
created a synthetic scaffold that provides a framework for the growing tissue. The 
design mimics the structure of natural bone. When bone marrow cells are added and 
begin to multiply, the scaffold dissolves. This breakthrough technology, now known 
as Osteofoam™, was licensed to BoneTec Corporation for commercial development. 


Figure 28 
Canadian University Licensing Revenue 
(millions of dollars) 
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Source: NSERC estimate based on Association of University Technology Managers data 
and Statistics Canada data for 2001 


In his report Technology Transfer at Canadian Universities, 
(http://www.sfu.ca/vpresearch/vprreports.htm) Dr. Bruce Clayman of Simon Fraser 
University included a comparison of 20 Canadian universities to 174 U.S. universities on 
several commercialization activities. These activities were normalized for sponsored 
research expenditures. A summary of this Canadian-U.S. comparison is presented in 
Figure 29. Ratios below 1.0 indicate that the Canadian universities in the sample are 
engaged in the activity less frequently than their U.S. counterparts. Canadian universities 
perform significantly below U.S. universities on licence income received and patents 
issued, but perform much better than the U.S. institutions on start-up companies formed. 
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Figure 29 
Comparison of Canadian Universities with U.S. Universities on 
Selected Commercialization Measures 
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Source: Dr. Bruce Clayman, Technology Transfer at Canadian Universities: Fiscal Year 2002 
Update, 20 Canadian universities vs. 174 U.S. universities 


INT2 — START-UP COMPANIES ESTABLISHED 


The creation of a company remains one of NSERC’s more tangible outcomes of 
university-funded research. Every two years, NSERC engages in a detailed study to 
uncover firms that were created based on university research. The profiles of these 
companies are published in the report Research Means Business, which can be ordered by 
sending an e-mail to bj|@nserc.ca. The next edition of this report will be published in 
2005. The start-up companies highlighted in the latest report have all been founded on 
results of research funded partially by NSERC. The 134 start-up companies featured (see 
Figure 30 on the next page) are currently in the business of producing goods and services 
for Canadian and international markets. Combined, these companies employ 12,000 
Canadians and generate nearly $2.4 billion in annual sales/revenue. Creating innovative 
goods and services using the latest technologies, these firms make an important 
contribution to Canada's economy. The potential for future growth of many of these 
advanced technology companies, which may be tomorrow’s multi-nationals, is high. 
They range in size from new start-ups with only a few employees to well-established 
firms with hundreds of workers. 


As of June 2004, 24 of the 134 spin-off companies examined are now publicly-traded 
firms. Although the gyrations of the markets have been significant in recent years, the 
market capitalization of these 24 publicly-traded firms on June 14, 2004 was an 
impressive $10.6 billion (see Figure 31). The downturn in the markets 1n the past four 
years has reduced the market capitalization of these firms by roughly 40%. 
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In addition to the direct economic benefits of contributing to Canadian GDP and 
employment, longer-term potential benefits of NSERC-funded start-up companies also 
exist. One already mentioned is the nearly 400 U.S. patents issued to NSERC-funded 
start-up companies over the past 10 years. Another secondary benefit has been the growth 
of major R&D firms in the country. In 2003, six of the top 100 Canadian R&D 
companies (as ranked by Research Infosource, 2003) were NSERC-funded start-up 
companies with a combined R&D expenditure of $210M (see Figure 32). Many other 
university start-up companies not funded by NSERC are also part of the top 100 R&D 
companies. These results are important as Canada strives to increase R&D spending by 
2010 and become a leading R&D nation. 
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Figure 30: Companies Linked to NSERC-Funded Research, 1954 to 2002 


(Number of employees in Canada in 2002) 


British Columbia 


MacDonald Dettwiler and Vortek Industries (65) JGKB Photonics (15) MycoLogic (7) 


Associates (1400) Micrologix Biotech (53) Credo Interactive (13) Chirologix Pharmaceuticals (6) 
QLT (380) Forbes Medi-Tech (42) Vector (12) Quantum Technology (6) 
E-One Moli Energy (350) TIR Systems (39) Barrodale Computing Services Assistive Listening Device Systems 
Westport Innovations (178) Galian Photonics (20) (11) (5) 
Phero Tech (178) Lightyear Technologies (20) Membrane Reactor Process Simulations (5) 
Brooks-PRI Automation (75) Wavemakers (20) Technologies (10) Wildlife Genetics International (5) 
CTF Systems (75) Prescient NeuroPharma (17) GeneMax Pharmaceuticals (8) Aurora Instruments (Confidential) 
NxtPhase (75) Albacore Research (15) Kinetic Sciences (8) DBMiner Technology 

SynGene Biotek (8) (Confidential) 


Shire BioChem (500) INRO Consultants (23) 
GIRO (150) Elitra Canada (20) 
AD OPT Technologies (120) TGN Biotech (18) 
Lumenon Innovative Lightwave Comlab (16) 
Technologies (90) Newmerical Technologies 
Nexia Biotechnologies (87) International (15) 
Kemestrie (42) DEPHY Technologies (10) 
Advitech Solutions (40) Bios Agriculture (8) 
NEOKIMIA (30) Quantiscript (6) 
Tekna Systemes Plasma (28) Axis Photonique (5) 
DiCOS Technologies (26) E.M. Optimisation (5) 
Pyrovac International (26) Meédictus Recherche (5) 
Infolytica (24) BytePress (4) 


Newfoundland 


Guigné International (50) 
AQUA Bounty Canada (30) 
A/F Protein Canada (10) 
Northern Radar (7) 


Stantec Consulting (1600) 

Raylo Chemicals (190) 

Biomira (160) 

Wi-LAN (110) 

DBR Group (56) 

SemBioSys Genetics (54) 

Harding Instrument Company (50) 

Cell-Loc (40) 

Hycal Energy Research 
Laboratories (40) 

ITRES Research (24) 

Dynastream Innovations (23) 

TelePhotogenics (10) 

Chenomx (8) 

Agrigenomics (6) 

Boreal Laser (5) 

MBEC Biofilm Technologies (5) 


Saskatchewan 


WaveCom Electronics (270) 
SED Systems (250) 

Venmar CES (250) 
DEL-AIR Systems (100) 


Nova Scotia 


Kipp & Zonen (22) 
VEMAX Management (15) 
Droycon Bioconcepts (9) 
Western Ag Innovations (5) 


Ocean Nutrition Canada (165) 
Focal Technologies (80) 
AMIRIX Systems (50) 
Satlantic (40) 

MathResources (12) 

Thermo Dynamics (7) 


New Brunswick 


CARIS (125) 
EM Technologies (28) 


Manitoba 


Quantic EMC (Confidential) 


Ontario 


ZENON Environmental (634) SatCon Power Systems (65) Engineering Seismology Sigma Analysis and 
DALSA (500) Innova LifeSciences (55) Group (22) Management (7) 
MDS SCIEX (450) Imaging Research (50) TurboSonic (22) iGO Technologies (6) 
Open Text (350) Novator Systems (50) Millennium Biologix (21) Elstat (5) 

Platform Computing (275) LMI Technologies (45) Polyphalt (15) EnviroMetal Technologies (5) 
iAnywhere Solutions (195) Molecular Mining (40) Biomedical Photometrics (10) Simulent (5) 

Optech (175) Ensyn Technologies (30) Qubit Systems (10) Ask Science Products (4) 
Sybase Waterloo (115) Hydromantis (30) Estco Battery Management (9) Dim&Save (3) 

Virtek Vision (100) Dynacon (25) Biorem Technologies (9) PolyDynamics (3) 
Waterloo Maple (100) Pressure Pipe Inspection (25) Datec Coating (7) 

Certicom (91) Performance Plants (23) 

Powerlasers (70) 
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Figure 3 


1 


Market Capitalization of Start-up Companies 


Market Capitalization 


June 14, July 28, July 29, August 15, 

Company 2004 2003 2002 2001 

Shire BioChem Pharma $3,406 M! $3,406 M! $3,406 M! $3,406 M 
Open Text $1,921 M $728 M $544 M $638 M 
ORT $1,668 M $1,636 M $1,177 M $2,249 M 
MacDonald Dettwiler $1,038 M $903 M $727 M $836 M 
ZENON Environmental $633 M $427 M $429 M $319 M 
Stantec $472 M $341 M $292 M $208 M 
DALSA $392 M $245 M $123 M $71 M 
Biomira $139 M $100 M $185 M $460 M 
Certicom $134 M $42 M $33 M $125 M 
Westport Innovations $125 M $110M $200 M $303 M 
W1-LAN $110 M $94 M $54 M $85 M 
TIR Systems $103 M $25 M $10 M $6 M 
Forbes Medi-Tech $94 M $52 M $14M $73 M 
SatCon Power Systems $92 M $17 M $- M $- M 
Micrologix Biotech $58 M $22 M $31 M $-M 
AD OPT Technologies $53 M $34 M $31M $36 M 
Nexia Biotechnologies $40 M $20 M $66 M $158 M 
Innova LifeSciences $38 M $40 M $35 M $18 M 
Virtek Vision International $33 M $17 M $24 M $60 M 
GeneMax Pharmaceuticals $13 M $33 M $21 M $- M 
Cell-Loc $9 M $15 M $47 M $27 M 
Newmerical Technologies $9 M $4 M $- M $- M 
TurboSonic $4 M $6 M $3 M $- M 
Prescient NeuroPharma $1M $4 M $7 M $- M 
Kipp & Zonen $- M $2 M $2 M $- M 
Lumenon Innovative Lightwave $- M $2 M $6 M $- M 

Technologies 

Polyphalt $- M $2 M $9 M $13 M 
Total $10,585 M $8,327 M $7,476 M $9,091 M 


1. Market capitalization at time of buyout. 
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Figure 32 
R&D Spending of Top NSERC-Funded Start-Up Companies 


R&D Expenditure 
NSERC Funded Start-Up Company Rank (millions of dollars) 
OST lnc: 32 $68.7 
Westport Innovations 44 $40.1 
Open Text Corporation 50 $37.8 
Biomira Inc. 62 $28.3 
DALSA Corporation 82 $20.7 
Micrologix Biotech Inc. 92 $16.3 


Source: Research Infosource, Canada’s Top 100 Corporate R&D Spenders List 2003 
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INT3 — NEW AND IMPROVED PRODUCTS AND PROCESSES INTRODUCED TO MARKET 


NSERC-funded researchers have created or developed many new products and processes, 
the value of which is easily in the billions (although it is very difficult to determine the 
exact amount). Respondents to the Réjean Landry survey, previously mentioned on page 
33, indicated significant involvement in the development of new goods or services (see 
Figure 33). As part of a recent evaluation of NSERC’s largest program, the Discovery 
Grants program, over 20% of the 3,032 respondents who held a grant indicated a major 
contribution to the development of new or improved products or processes. By way of 
example, Figures 34 and 35 list a sample of some of the new products or processes 
developed by NSERC-funded professors in the agricultural and information technology 
and telecommunications sectors, respectively. 


Figure 33 
NSERC-Funded Professors Research Contributions to the 
Development of New Goods or Services 


Eng. & Computer Sc. Life Sc. Physical Sc. & Math. 


[a Never or Rarely 4 Sometimes UO Often or Very Often 


Source: Dr. R. Landry, Laval University 
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Figure 34 
Agricultural Innovations Funded by NSERC 


What Where Who Why 
ASSESS | University of Dr. Lakhdar Lamari | Assess: Image Analysis Software for Plant Disease 


_ Manitoba _ Quantification is a software program for analyzing, quantifying 
| "and measuring disease infestation in Fees 


srpseecmeerecenenemerencremereers CS rieeasnarateisemameivaimetmmentate onunvevenateatn 


| 
“or. Mohini Sain Biocomposite ee ute nih agro-fi nes sath’ as ete 
flax, wheat straw and root crops could potentially be used for 
automobile parts, building beams and biomedical devices, such 
| as cardiac valves and intravenous blood bags. 


—— ooo ioe Netter 


Biological H Universty of Guelph | Dr. Paul Voroney —_ Soil microorganisms used as biological abivets to speed up 
waste disposal | the oxidation of organic waste and convert it into harmless 
ee iki carbon dioxide and water. 
| The fines ‘Seismic mi poriised'’ . nee daactions: ' 


: without harming the surrounding environment, including birds. 
se EY TT TES == Ee so 


| 


Biological xe “Mocs University i Alan W 
control EB : ou 


Canola | University of E Dr. Baldur _ Research on an industrial oil, rapeseed, led to an edible oil, 


Manitoba | Stefansson | known around the world today as canola. Canola is now a major 
source of pookit oil, margarine, salad dressing and shortening. 


Dry ic ic kill insects in grain stores. The product aoe the 


_ same as chemical pesticides, but is safer to administer and is 
_ environmentally friendly. 


University of. 
Manitoba 


Dr. Digvir Jayas 


pests 


E.coli vaccine | University of British | Dr. Brett Finlay | A vaccine for cattle that is successfully destroying the strain 
for cattle _ Columbia | | E.coli 0157:H7 . 

Electrostatic. | University of _ Dr. lon Inculet An electrostatic pestici spray that sticks to leaves like glue. 
spray | Western Ontario Dr. Peter Castle The cost-savings technique reduces the use of farm chemicals. 


: ae Limited | Or. James Brown 
Food wrapping | University of aan | Dr. Chris Hall | Genetically. -modified tobacco plants could potentially produce 
_ Toxin Alert Inc. antibodies that can detect food-borne organisms, such as 


Listeria, Salmonella and E. coli. The antibodies would be 
| incorporated into food wrapping and change colour when 
Bee a pathogen. 


FruitBoost =~ Simon Fraser = Dr. John Borden _ Asynthetic sboronrere to attract ore) bees to foweroac crops. 
|. University _ . _ Increases the number of honey bees in a crop and their 
Phero Tech Inc. | foraging ine which leads to improved fruit size and cou 


ans as SS ss oa SS pee 


Heat recovery — University of _ Dr. Robert Besant | System brings fresh air into the barn and recovers heat that 
ventilators | Saskatchewan | _ would otherwise need to be supplemented. 


| DEL-AIR Systems | 
Ltd. | 
Increased Devers of Abeta | Dr. Allen Good | A noel ee Helos niposed efficient plants use up to 50 
nitrogen AgriGenomics Inc. | percent less nitrogen fertilizer, reducing costs of fertilizer while 
efficiency | __ also reducing the impact on the environment. 
Insect control McGill University | Dr. Jacqueline | Abetter understanding of how plants defend themselves 
| Bede | against insects by looking at the molecular interactions between 
| 


plants and insects. Aims to design insect control strategies to 


J 
strategies | 
| | _ enhance the internal defense responses of the plant. 
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Figure 34 


Agricultural Innovations Funded by NSERC (cont.) 


What Where _ Who Why 
‘Manure injector Universityof. + ~—«~@Dr. YingChen —-—- A manure injector that places manure into the soil. 
Manitoba — a | with a layer of soil. Reduces the power ous for injection 
i. : ie controls offensive odours. 
ee sonnei Sore a es: ei r Se s 
Odour control = McGill University _ Suzelle Barrington A black liner covers the manure of 600 farm animals in a 1,000- 
technology | AgroDome Inc. | cubic-metre cement tank. The liner prevents the top layer of 
| | manure from coming into contact with air, which helps reduce 
| | _ odours. 
tee sii ae ae bam MER =o as . 
Odour Unhoes of ate Dr. Jot Feddes. 4 | Measures’ oun accurately and nvedicte See impact 0 on wine 
measurement | area surrounding a livestock operation. Mathematical models 
technologies iS L debarine odour exposure from s various 5 
poe SNe RSIS SSIES SEE ESD) EONS Seas SS RCI = Mlle lis — Br! se 
Pest control | University of Guelph. Dr. Barry Shelp | GABA gene from tobacco plant used in crops to ae pests 
| Ore 
“Plant Root — University ae |r. Jef Schoenay_ | Plant Root cumietg fhe (PRS™-probe) used ns discover the 
Simulator | Saskatchewan CS nutrient supply of farmland to predict if the soil gage can be 
9 Weseti Ag 6 oe matched to the crop’s demands. 
Innovations ' 
Pneumonia | | Janet Macinnes | Anewand Oeene vaccine to control porcine pneumonia, a 
vaccine for 3 | | Bonnie Mallard | disease that causes high mortality rates. 
Protection oF ah unversiy of Gueloh wee agents adapted to hydroponic plants. Grown without - 
hydroponic — | | soil, the plants are vulnerable to root diseases that might : 
Crops | [ a pomaly be destroyed by fungi or bacteria that lve i in field soils. 
Salt tolefait | | University of Toronto | Eduardo Blumwald | The world’s first bioengineered salt-tolerant plant that thrives in 
peut | | Wayne Sneden | pe ten times saltier than normal. 
Soil fertility McGill University. ‘0 Dr. Soar Whalen | ms eon Ngouen and phosporus contibute to soil fertility. 
| .. D| _ Aims to develop management practices that maximize the 
| _ _ Storage and recycling of nutrients and minimize the loss of 
is | nutrients to 7 environment. 
SE ee ODI SRDS NOLS NS, SSNS at soweriesaa Gee ERO Shim bi 
SOYASIGNAL™ | | - McGill sew _ Dr. Donald Smith | Technology provides neater levels of SEniooen fixation, the 
_ Bios Agriculture Inc. | process whereby the rhizobial bacteroids in the plant’s nodules 
| _ enable the roots to absorb nitrogen from the soil. Helps 
| | soybean producers increase their yields by up to 20 per cent. 
a ‘ea ae Sarno See ee ea apo at 
Stratosorne™ _ University of Calgary Dr. Maurice | Extracts oil body vfotcine Fon canola, flax and sunflower seeds 
Biologics | SemBioSys - | Moloney _ using the Stratosome™ Biologics system. Cost-effective 
oyster a sidoee Inc. | : _ solution for bulk pe production and ae 
a ene ” Le NO ME ee Oe osc az is o as 
Sureyield™ V abeett s University | Dr.DavidDennis | Modifies the plant's own stress response mechanism to 
| Performance Plants | Dr. Daniel Lefebvre | respond faster and more effectively to early signs of water 
Inc. | deficiency. Technology allows for optimal water use efficiency in 
| all plant species. 
ee Te Senn ee S wie be oi AL ener) — 29 = 
Tractor-driving a University of Dr. Danie! eri | A tractor-driving arinteior optimizes the partornenee and user- 
simulator : Manitoba _ friendliness of modern on-board tractor guidance aids, such as 
| _ global positioning system (GPS) devices. These provide the 
: | _ driver with key information, such as the required amount of 


fertilizer or gees 
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Figure 


35 


Information Technology & Telecommunications Innovations Funded by NSERC 


Why 


Electro-optic components enable the next generation of fibre- 
optic telecommunication systems to operate at 40 billion bits 

per second. Allow the transmission of large amounts of digital 
pepe over uke distances via eget fibres. 


one transmission without distortion. 


What Where Who 

40 Gb/s Mode University of British | Dr. Nicolas Jaeger | 
Converter Columbia 

Electro-Optic JGKB Photonics 

Modulator 

oie 2 : < 2 1 ea _ = Be 

Adaptive digital © Simon Fraser 

predistorter University - - 
technolo : Sh ee oa 
ate hE ee ‘ er mr 
Aircraft Simon Fraser | Dr. James Cavers 
Communication University | 

and Reporting | 

System (ACARS) _ | | 


A noaen is flight poe data now used in 70 per cent of 
commercial aircraft in North America. Automatically provides 


_ weather, engine conditions and other data. 


Altitude™ 


“Technologies ee 


Dr Jacques 
Desrosiers 


Dr. Peancbis : 


‘Soums = bo 
/ 
| 


CAD software 


agp 


| University of 


Manitoba 


bre: Lotfollah Shafal 


Fattouche 
Dr. Hatim Zaghloul 
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Figure 35 
Information Technology & Telecommunications Innovations Funded by NSERC (cont.) 
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A new group of semi- Picne corrosion-resistant, "smart 
materials." These nanomaterials can make batteries last 


| . . 
| longer, remove dissolved poisons and salt from water and 


prevent radioactive waste from leaking into the environment. 
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INT4 — RESEARCH RESULTS USED BY PUBLIC (POLICY AND SAFETY) AND PRIVATE 
SECTORS 


NSERC-funded university research is used by the private and public sectors in a variety 
of ways. Collaborative research is one method of technology transfer from the university 
to the private/public sectors that NSERC supports. NSERC tracks the outcomes of its 
Collaborative Research and Development (CRD) program, a program that brings 
university researchers and industrial partners together. A summary of the industrial 
participants' perceptions of their CRD experience and outcomes are described below: 


> Of the 135 projects studied to date, 87% of the industrial partners felt that the 
research objectives of the project had been at least “somewhat” achieved. 


> A total of 46 patents and 35 licences have so far been issued with respect to the 
projects examined. According to the industrial partners, commercializable 
results were achieved for 39% of the projects. 


> Figure 36 shows how often and for what purpose the industrial partners used the 
research results generated by the project. 


Figure 36 
Industrial Partners Use Results from an NSERC Collaborative 
Research and Development Grant 
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Source: NSERC 


Another means of measuring research results used by the private and public sector is 
presented in the study /nventing Our Future by the Australian Research Council (see 
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http://www.arc.gov.au/publications/arc_publications.htm#2000). The study examined the 
relationship between patents and scientific literature cited in the patent. It was found that 
Canadian patents issued in the U.S. had cited science literature at one of the highest rates 
of all countries examined. This indicates that Canadian patents cite science literature 
(most often publicly-funded university research) to a high degree. Furthermore, it was 
found that Canadian-invented patents cite Canadian science literature 4.3 times as often 
as one would expect if world science literature were cited randomly. As is true for most 
countries, inventors make extensive use of their own country’s science literature. 
Therefore, Canadian companies are likely to frequently cite NSERC-funded science in 
their patents. A detailed study to examine this route of technology transfer will be 
completed by the fall of 2004. 


As part of the Discovery Grants program evaluation, 12.7% of the 3,032 respondents who 
held a grant indicated a major contribution to changes in policies or standards. An 
example of this outcome is presented below: 


Ecological avatar 


Science can make a difference — that’s what David Schindler believes, and that’s what 
he has proven. 


- The University of Alberta ecologist has been a catalyst for change in government 
policy for three decades and counting. First, he showed that Canadian lakes were 
choking because phosphates from detergents and farm fertilizers encouraged the 
growth of oxygen-robbing algae. Then, he showed that acid rain was killing fish and 
other life forms. Both discoveries led to legislation that pushed Canada and other 
countries to clean up their acts. 


Schindler has since sounded the alarm about many threats to the health of lakes, rivers 
and forests and to the health of the plants and creatures that inhabit them. He has 
warned against the effects of global warming, forest fires, ozone depletion, toxins, 
airborne pollutants, invading species and human activity. He has promoted better 
watershed planning and fisheries management, forced major ecological studies and 
lobbied for the protection of Canada’s boreal forest. 


These efforts have earned Schindler many awards, including NSERC’s prestigious 
Gerhard Herzberg Gold Medal for Science and Engineering, the Stockholm Water 
Prize and the Volvo Environmental Prize. 
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INTS — EMPLOYMENT OF POSTGRADUATES IN WELL-PAYING JOBS 


Since 1978, NSERC has supported the training of approximately 62,000 master’s and 
doctoral students in the NSE. These graduates are the most important contributors to 
knowledge creation and technology transfer that NSERC has funded. Surveys of NSERC- 
funded students early in their careers indicate extremely positive employment outcomes. 
Some of the highlights (see full report at http://www.nserc.gc.ca/publicat.htm) from the 
five surveys conducted to date include: 


Q Graduates experience far less unemployment (approximately 2%) than the norm 
(approximately 7%). 

Q The vast majority (92%) have found full-time employment. 

Q Incomes are much higher than the Canadian average, with more than 80% earning 
more than $45,000 a year. 

Q 69% report their graduate training was “critical” to their current employment. 


These results are not surprising, given the strong demand for natural science and 
engineering graduates. Unemployment levels for persons employed in natural science or 
engineering occupations are considerably below national levels (see Figure 37), and 
annual salaries for this group are nearly 50% greater than the national average (see Figure 
38). The income differential for postgraduate degrees is even greater. As shown in Figure 
39, average earnings increase for NSE graduates as their degree qualifications improve. 
The 62,000 graduates funded by NSERC are now paying approximately $130 million 
annually in additional federal taxes as a result of their higher salaries. 


Figure 37 
Unemployment Rate for Natural Scientists and Engineers (%) 
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Source: Statistics Canada 
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Figure 38 


Average Annual Salaries by Occupation in Canada, 2003 
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Figure 39 


Income by Degree Level for Graduates in the NSE, 2000 
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Source: Statistics Canada, Census of Canada 2001 
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Although the employment and salary prospects for postgraduates in the NSE are very 
good in Canada, this has not translated into large numbers of doctoral graduates in the 
NSE. In fact, Canada ranks rather poorly in the per capita production of NSE doctorates 
as shown in Figure 40. The new Canada Graduate Scholarships program established as a 
result of the 2003 federal budget may help to improve Canada’s ranking. 


Figure 40 
Doctoral Degrees Awarded in the NSE Per Capita 
(2000 or Most Recent Year) 
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Source: National Science Foundation, OECD 


INT6 — EMPLOYERS GET ACCESS TO HIGHLY QUALIFIED PERSONNEL 


NSERC supports graduate students in the natural sciences and engineering to meet the 
needs of the country. Without these long-term investments in young people, Canada will 
experience a decline in its ability to compete and innovate in a knowledge-based world 
and will be unable to achieve the goal of ranking as a top-five R&D country. As 
mentioned, approximately 62,000 postgraduates have been funded by NSERC since 
1978. These individuals are now part of a growing natural science and engineering labour 
force of more than 1,000,000 people (see Figure 41). As the knowledge economy 
continues to grow in Canada, employers will hire increasing numbers of NSE graduates, 
as they have in the past (see Figure 42). As also shown in Figure 42, natural science and 
engineering positions have been the fastest growing occupational group over the past 15 
years. 
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Figure 41 
Number of Workers in Natural Science and Engineering Occupations 
in Canada (Professional and Technical) 
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Figure 42 
Average Annual Growth in Occupations in Canada 
1989 to 2003 
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5.3 Canada’s Societal Indicators 


The President of the Treasury Board 
produces a high-level summary report on 
Canada’s performance every year. Based 
on public opinion research, it was found 
that a group of 20 societal indicators 
(shown to the right) matter strongly to 
Canadian citizens. NSERC contributes 
positively to many of these societal 
indicators. 


As has already been demonstrated, 
NSERC’s contributions to real gross 
domestic product per capita, real 
disposable income per capita, innovation, 
employment and educational attainment 
have been significant. These indicators 
are a key component of NSERC’s 
strategic outcome. In addition, NSERC 
plays a significant role in a number of 
other indicators as illustrated in the 
“success stories” that appear below. 


THE HEALTH OF CANADIANS 


The contributions of NSE researchers in 
health care have been growing at an 
explosive pace (e.g. Magnetic Resonance 
Imaging, new materials, new chemistry, 


Canada’s Societal Indicators 
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new instruments and tools, basic life science instruments for genomics, etc.). In 2003-04, 
NSERC invested more than $90 million in research and training awards related to health 
research. This research will eventually lead to improving the health of Canadians. As 
presented in Section 5.2, past NSERC investments in health-related research have 
resulted in numerous start-up companies and new products or processes that are 
improving the health of Canadians. Figure 43 presents a success story under each societal 


indicator for health. 


THE CANADIAN ENVIRONMENT 


In 2003-04, NSERC invested nearly $90 million in research and training awards related 
to environmental research. After Environment Canada, NSERC is the most important 
federal agency conducting or sponsoring research in this area. Significant discoveries and 
applications to improve the Canadian environment have been made, as illustrated in 


Figure 44. 
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Figure 43 


Health of Canadians 


Societal Indicator - Life expectancy 
A friend to the fruit fly 


That annoying little fruit fly buzzing around in the kitchen may hold the key to understanding human 
diseases. 


It may sound surprising, but almost two-thirds of the genes involved in human diseases have counterparts 
in this little insect. 


Dr. Laura Nilson, a developmental geneticist at McGill University, is studying the fruit fly Drosophila 
melanogaster as a model for understanding how cells communicate with each other. The ability of a cell 
to communicate with its neighbours is essential for the development of the embryo. Like members of a 
marching band executing a complex formation, the many cell types of an embryo rely on signals from 
their neighbours, in addition to their own programming, to organize into the appropriate tissues and 
organs and to ensure their continued functioning in the adult. A breakdown of this communication can 
result in developmental defects in an embryo or disease in an adult. 


During her postdoctoral studies, Dr. Nilson studied one of the earliest signals in this vast communication 
network, focusing on the genes required to transmit the signal that instructs the first rough specialization 
of embryonic cells into “back” and “belly” types. These studies have led to her current work on how, 
after specialization, cells in a tissue communicate with each other to form particular types of tissues or 
structures. Because human disease, such as tumour formation or metastasis, often involves a breakdown 
of tissue organization, identifying the genes that control these processes 1s the first step towards finding a 
treatment for human diseases. 


Societal Indicator - Health Status 
A good night’s sleep 


Dr. Roger Godbout, a psychiatric neurobiologist at the Université de Montréal, has shown that lack of 
REM sleep, the dreaming phase of sleep, leads to impaired brain function. 


Using electroencephalograph (EEG) potentials on rats, Dr. Godbout found that REM sleep-deprivation 
impairs the frontal cortex, the part of the brain responsible for executive functions such as decision- 
making and problem-solving. 


Lack of sleep, especially REM (rapid eye movement) sleep, brings about mood changes, problems 
concentrating and reduced cognitive performance. It also compromises our ability to learn new complex 
tasks. Dr. Godbout discovered this in his sleep-deprived rats, who were unable to master tasks that needed 
the frontal cortex to succeed. 


His study involved putting rats in a pool that had a submerged platform. REM sleep-deprived rats, as well 
as those that were well rested, quickly learned to find the platform. But when the platform was moved, the 
REM sleep-deprived rats failed to find the platform’s new location while the well-rested ones performed 
the task flawlessly. 


The next step for Dr. Godbout will be to test different psychostimulant drugs to study their impact on 
cortical signals. 
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Figure 43 
Health of Canadians 


Societal Indicator - Infant Mortality 


Just a breath away from our amphibian friends 


Clues to the cause of respiratory instability associated with premature birth could lie in the neurons of a 
frog's developing brain, says a Université Laval scientist. 


Dr. Richard Kinkead's lab is exploring the neurobiology of amphibian breathing, neuron by neuron, to 
better understand the evolution of air breathing and to help the parents of newborns breathe easier. 


The research is attracting interest from pediatric clinicians because an adult frog's breathing pattern - an 
irregular sequence of two or three breaths and then a pause - is the same as seen in premature babies. His 
research into the changes that take place in an amphibian's brain as it moves from a water breathing 
tadpole to an air breathing frog are providing tantalizing insights into the neurobiology of infant breathing. 


Dr. Kinkead's findings show that the neurotransmitter serotonin has a much greater effect on stimulating 
lung activity in younger frogs than older ones. The neurotransmitters either slow or accelerate the 
respiratory rhythm. If there's reduced neuron activity because of low neurotransmitter levels, irregular 
respiration will appear. 


Dr. Kinkead says that what's important about this latest finding is that it's one more piece in the puzzle of 
elucidating the complex neurobiology of breathing. 


Societal Indicator - Physical Activity 


Reversing disease through exercise 
A good workout burns fat, strengthens muscles and relieves stress. And it gives cells energy. 


Dr. David Hood, a kinesiologist at York University, is studying the benefits of exercise at the cellular 
level. In particular, he is looking at the role of regular exercise in reversing mitochondrial disease. 
Mitochondria are components of human cells that generate energy. When there aren’t enough 
mitochondria or there is a dysfunction, a variety of diseases, called mitochondrial diseases, emerge. 


Mitochondrial diseases cause the most damage to the cells of organs that need the most energy — namely 
the brain, heart, liver, skeletal muscles, kidney, and respiratory system. Parkinson’s and Alzheimer’s may 
also be linked to mitochondrial failure. 


With this research Dr. Hood hopes to understand the role of exercise-induced mitochondrial biogenesis in 
reversing mitochondrial disease and in cell death. 
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Figure 44 


The Canadian Environment 


Societal Indicator — Climate Change 
Seeing the ozone from above 


Dr. Wayne Evans and his team at Trent University have found new ways of examining the depletion of 
the ozone layer. They have developed a new technique of measuring air pollutants in the lower part of the 
atmosphere. Gases that exist in this part of the atmosphere, such as ozone, can be particularly detrimental 
to the environment. 


Dr. Evans is one of the first to use advanced atmospheric sensing technologies, which include satellites 
and aircraft to study ozone and atmospheric energy dynamics, as well as other pollutants. 


Dr. Evans studies the ozone layer and the greenhouse effect using remote sensing technology from the 
space shuttle, satellites, balloons and aircraft. He examines the effects of atmospheric contaminants 
including chlorofluorocarbons (CFCs), methane and carbon dioxide using advanced technologies. Dr. 
Evans’ focuses on the depletion of the ozone layer particularly in the polar regions and in Mexico. He also 
reports on specific greenhouse gases and the effects they have on the ozone layer, and consequently on 
climate change and global warming. His goal is to determine the radiative forcing capacity — the change in 
the balance of solar radiation coming into the atmosphere and radiation going out — of each harmful gas 
which contributes to changes in climate. 


Dr. Evans has discovered that the use of satellite instruments in this type of research produces different 
results from those originally predicted. The technology allows him to monitor cloud patterns and activity, 
particularly those of noctilucent clouds higher than 85 km, which may be one of the first actual proofs of 
global warming. He has also discovered a new layer in the lower atmosphere which may be due to the 
presence of nitric oxide with ozone in the stratosphere. 


Societal Indicator - Air Quality 

Downwind of the big smoke 

At first glance, the environmental effects of air pollution generated by automobiles and industry in 
Toronto and the Greater Toronto Area might seem to be a problem for Toronto alone. But that problem is 
now being identified in places much further away, with air quality in rural areas now often worse than in 


Toronto itself. 


Since 1995, Dr. Tom Hutchinson has been studying the role of Toronto’s air pollution on vegetation 


growing throughout central Ontario. Even in supposedly pristine forest sites, this research has found direct 
damage to crops, as well as significant interference in such fundamental processes as the decay of leaves 
and in pollination. 


Tom Hutchinson is a professor in the Environmental and Resource Studies Program and the Department 
of Biology at Trent University. As a botanist, he has been internationally recognized for his research on 
the effect of airborne pollution on soils and plant life. He has also contributed extensively to our 
understanding of the wide range of stresses that affect terrestrial and aquatic ecosystems. Besides teaching 
undergraduate and graduate courses and editing a major scientific journal, he manages a farm operation 
dedicated to rare breeds of domesticated livestock. 
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Figure 44 
The Canadian Environment 


Societal Indicator - Water Quality 
Waste not, want not 


Dr. Don Mavinic and his research team at the University of British Columbia have perfected a method to 
take phosphorus and nitrogen out of wastewater and put it to use as a fertilizer. His new method has 
municipalities from across Western Canada and the U.S. taking notice. 


Phosphorus in the form of phosphate and nitrogen in the form of ammonia can crystallize and cause pipes 
to clog and break once they’re inside sewage treatment plants. Excess phosphate can cause environmental 
problems as it leaves treatment plants and over-enriches the receiving waterway. 


When sewage Is treated, it first gets purified by various types of bacteria and, through a settling tank, the 
bacteria are separated out. The cleaner wastewater is further purified, while the leftovers of bacteria, 
called sludge, and the contaminants are treated further or put in holding tanks. Dr. Mavinic takes the 
settled liquid portion of this leftover biomass sludge and puts it through what he has informally termed 
"the UBC crystal reactor." This process forms struvite crystals and can remove over 90 per cent of the 
phosphate in the liquid. The crystals can then be used in water or on land as a nutrient-rich fertilizer. 


This technology is already in experimental use by the B.C. Fisheries branch and is being looked at by B.C. 
Hydro as a natural way to replenish nutrients in salmon streams and reservoirs. 


Societal Indicator - Biodiversity 


Squirrels genetically changed by global warming 


Dr. Dominique Berteaux, an animal ecologist and a conservation biologist at the Université du Québec a 
Rimouski (UQAR), has discovered that red squirrels have evolved in response to climate change. 


Dr. Berteaux worked with NSERC researcher Stan Boutin of the University of Alberta to tag 5,000 red 
squirrels — four generations of squirrels — in the boreal forest of Kluane, in the Yukon. Over a 15-year 
period, they noted every birth and added every newborn to a genealogical family tree. 


They discovered that the Yukon red squirrel moved its mating season forward 18 days due to rising 
temperatures. 


In order to use this information to its full potential, Dr. Berteaux teamed with NSERC researcher Denis 
Réale from the Université du Québec 4 Montréal (UQAM) to analyse the genealogical tree of the squirrel 
population through quantitative analysis. The researchers observed how generations of red squirrels 
passed the early breeding gene to the next generation. The squirrels changed their genetic makeup in only 
ten years. 


Although the study proves that the squirrels adapted well to a warmer environment, it also shows the 
impact and rapid rate of climate change. 


NSERC Page 61 


Figure 44 


The Canadian Environment 


Societal Indicator - Toxic Substances in the Environment 


Swimming upstream with a toxic cargo 


A University of Ottawa biologist has discovered that salmon are contaminating lakes and rivers with 
PCBs. 


Dr. Jules Blais identified that PCB concentrations were higher in the sediments of lakes with salmon than 
in lakes which didn’t receive salmon spawners. 


Pacific sockeye salmon eat plankton and smaller fish that are already contaminated with industrial 
pollutants known as polychlorinated biphenyls (PCBs) when they are at sea accumulating most of their 
biomass. In the fall, millions of salmon then head back home swimming against river currents and 
jumping small waterfalls so they can spawn. Once the eggs are laid, they die and their decomposing 
carcasses release the same concentration of PCBs accumulated during their lifetime. 


One dead salmon releases only a small quantity of PCBs. But when millions die at the same time, the 
level of contamination is significant. The amount of PCBs these salmon release is comparable to the 
amount of PCBs released by a hazardous waste incinerator. 


The decomposing salmon pollute the water, lake sediments and insects which are eaten by other types of 
fish. They may also affect their offspring and predators such as bears and eagles. 


THE STRENGTH AND SAFETY OF CANADIAN COMMUNITIES 


Of the societal indicators under “The Strength and Safety of Canadian Communities,” 
NSERC contributes modestly to safety and security. A small number of NSERC-funded 
research projects have contributed to enhanced safety and security measures for 
Canadians. One example of this type of research is illustrated in Figure 45. 
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Figure 45 
The Strength and Safety of Canadian Communities 


Societal Indicator — Safety and Security 


Ensuring the safety of our water supply 


Dr. Edward McBean, the Canada Research Chair in Water Supply Security, is looking at our water 
supply’s vulnerability to natural disasters, design flaws and sabotage. His findings will help decision 
makers find new ways to make water systems safer in Canada. 


The environmental engineer and risk management specialist has been entrusted with advancing our 
ability to identify threats to our water supply. The events in Walkerton, where the contamination of local 
drinking water led to the deaths of seven individuals and infected thousands of others, brought the issue of 
water purity to the political and academic forefront. Existing measures for decreasing the vulnerability of 
Canada’s water supply systems are often unsystematic and incomplete. New insights are needed that help 
identify what steps are needed to protect water supplies. This is where Dr. McBean’s research becomes 
fundamental. 


Dr. McBean is supervising the development of vulnerability assessment protocols for water supply 
systems, detection procedures for water supply systems and procedures to rank improvements in water 
supply systems while managing the risk. Using statistics and mathematical modelling of waterworks, Dr. 
McBean studies the fate and transport of chemicals and other contaminants in water and their impact on 
water quality. This research will allow for more educated decisions and offer some structure for future 
planning as well as present concrete initiatives to improve the situation. 
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5.4 Operations 


Only a small fraction (approximately 5%) of NSERC’s budget is spent on administration, 
which includes an extensive system of volunteer peer review and site visit committees 
whose travel expenses are a major part of the cost of quality control of funded research. 
NSERC management monitors the effective use of these resources and conducts several 
audits each year to review various aspects of the operations. NSERC audit reports can be 
found at http://www.nserc.gc.ca/about/aud_eval_e.asp. These audits help contribute to 
process improvement and reassure Canadians of the most efficient use of their funds. 


NSERC is also engaged in several government-wide initiatives that will help to 
modernize government services. A brief update on three of these initiatives is presented 
below. 


MODERN COMPTROLLERSHIP 


As part of the government-wide Modern Comptrollership (MC) initiative, NSERC 
conducted an assessment’ of its management practices during the winter of 2003 under 
the banner of Integrated Management Practices. Based on the results and on consultations 
with managers and staff, an Action Plan was approved by the Management Committee in 
November 2003 and is now being implemented. 


The Action Plan focuses on five priority areas: planning, training, staff performance 
evaluations, lateral communications and service improvement/client satisfaction. These 
priorities were selected because they regroup a significant portion of the improvement 
opportunities that were identified during the assessment; they address several important 
elements of the modern comptrollership framework; and they fit well with the current 
needs, priorities and directions of NSERC. Eighteen projects of varying scope and length 
were developed under these priorities. 


As anticipated in last year’s Report on Plans and Priorities, sharing the Modern 
Comptrollership Project Office between NSERC and SSHRC 1s resulting in significant 
synergies between the Action Plans of both agencies. As well, specific activities in the 
area of service improvement are being integrated into the MC Action Plan. 


Specific actions and objectives are spelled out for each project in the Action Plan.” 
Milestones in the Action Plan are spread over the next three years. 


~ http://www.nserc.gc.ca/pubs/int_man_e.htm 
* http://www.nserc.gc.ca/publicat.htm 
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GOVERNMENT ON-LINE 


NSERC is progressing well towards fulfilling the Government On-Line commitment to 
providing Canadians on-line access to all its information and key services by 2005. A 
comprehensive Web site is in place to provide information to clients and all Canadians at 
http://www.nserc.gc.ca. Key on-line services for information sharing, collaboration, 
application processing and awards administration for professors and students who apply for 
NSERC grants and scholarships are being made available according to an aggressive delivery 
schedule. A strong community orientation, with close and frequent interaction with members 
of all stakeholder groups throughout Canada, is core to NSERC’s successful accomplishments. 


Main accomplishments to date include: 


1) A user-friendly, client-centric, Web-based electronic application submission 
process for grants programs. This service was delivered to the community in 
September 2002. 

2) Delivery of a Web-based service for submission and reconciliation of financial 
data on grant expenditures. This service, developed in partnership with CIHR and 
SSHRC, was delivered in January 2003. 

3) Building on successful pilots, an implementation plan for secure bi-directional 
information sharing environments (extranets) and electronic services for all pertinent 
NSERC stakeholders was delivered in March 2004. Gradual implementation is 
scheduled for 2004-05 and 2005-06. 

4) A strategy for implementing a centralized service support helpdesk for NSERC on-line 
users was approved based on successful evolution of the service over 2001-04. 
Implementation is well underway and will be completed in early 2004-05. The helpdesk 
is jointly managed by NSERC and SSHRC. 

5) An on-line evaluation tool for Scholarships and Fellowships Peer Review Committees 
was delivered in October 2003. Over 2004-05, this tool will be extended to other peer 
review committees. 

6) Integration of the Common CV Service (common repository of information on 
Canadian researchers) with the electronic application submission system is in progress. 
The Common CV Service is offered in partnership with CIHR, SSHRC and the three 
Quebec funding agencies represented as CANTOR (Fonds de recherche sur la nature et 
les technologies, Fonds de la recherche en santé du Québec and Fonds québécois de la 
recherche sur la société et la culture). 

7) Development of a portal-based approach to service delivery is in progress. 


SERVICE IMROVEMENT INITIATIVE 


NSERC has completed a Performance Measurement Framework and a review of client 
satisfaction processes. These will be used to determine key programs and services for which a 
service improvement plan can be developed, as well as to establish benchmarks and targets for 
improvements. NSERC plans to report its service improvement activities by March 31° 2005 
in accordance with the guidelines and schedule developed by Treasury Board. 
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6. Financial Tables 


An agency overview of financial information for the year 2003-04 is provided below. In 
addition, Tables | to 6 present the financial information required from NSERC for the 
Departmental Performance Report. The agency’s audited financial statements can be 
found in Appendix A. The major difference between total authorities and actual spending 
levels for 2003-2004 was due to underspending in the Canada Research Chairs program 
because the universities were not able to recruit qualified candidates at the planned rate. 


Natural Sciences and Engineering Research Council 
Business Line 


Support of Research and Scholarships in the Natural Sciences and Engineering 


Main Estimates $708, 142,000 
Planned Spending $770,600, 000 
Total Authorities $758,632, 801 
2003-04 Actuals $732,579, 465 


Table 1 compares total actual spending versus the total authorized spending. Total 
authorities refers to spending levels approved by the Treasury Board of Canada. As 
shown above, NSERC did not spend all available funding in 2003-2004, incurring a 
surplus of $26 million. Lapsed funding was due to underspending in the Canada Research 
Chairs program. 


Table 1: Summary of Voted Appropriations 


Financial Requirements by Authority ($millions) 


2003-2004 


Total Main Total Planned _— Total Authorities Total Actual 

Co - Estimates Spending : Spending 

Natural Sciences and Engineering 

Research Council 
90 Operating expenditures 29.9 32.0 33.3 32.0 
95 Grants 674.8 735.1 722.1 697.4 
(S) Contributions to employee benefit plans 3.4 oO 3172 3.2 

Total Agency 708.1 770.6 758.6 732.6 


Note: Total Authorities are Main Estimates plus Supplementary Estimates plus other authorities 
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Table 2 compares the total actual spending versus the total planned spending. Planned 
spending is established in the Report on Plans and Priorities which was completed in 
March 2003. NSERC’s actual spending was $38.4 million below planned levels. The 
main cause of the surplus is the lapse within the Canada Research Chairs Program. It is 
important to note that planned spending includes a frozen allotment of $14 million that 
NSERC could not spend. The table also summarizes the number of full-time equivalents 
employed at NSERC versus the planned number of full-time equivalent employees. 
Actual levels of FTEs were consistent with the level of planned FTEs. 


Table 2: Comparison of Total Planned to Actual Spending 
NSERC Planned versus Actual Spending ($ millions) 


Total «=Total Actual 
_ Authorities __ Spending 


Estimates 


Support of Research and Scholarship in Natural 
Sciences and Engineering 


FTEs ' 293 293 293 295 

Operating” 33.3 35.5 36.5 35.2 

Capital - - - - 

Grants & Contributions 674.8 735.1 722.1 697.4 

Total Gross Expenditures 708.1 770.6 758.6 732.6 
Less: 


Respendable Revenues 


Total Net Expenditures 708.1 770.6 758.6 732.6 
Other Revenues and Expenditures 
Non-respendable Revenues (0.6) (0.6) (0.6) (0.6) 
Cost of services provided by 
other departments 43 47 4.3 4.3 
Net Cost of the Program 711.8 774.7 762.3 736.3 


" Full Time Equivalents 


z Operating includes contributions to Employee Benefit Plans 
Note: Total Authorities are Main Estimates plus Supplementary Estimates plus other authorities 


Table 3 compares the total expenditures incurred by NSERC in 2003-04 compared to 
levels of expenditure in 2002-03 and 2001-02. The increases over the years are mainly 
due to the additional funding received from the federal budgets and the ramp-up of the 
Canada Research Chairs program. 
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Table 3: Historical Comparison of Total Planned Spending to Actual Spending 
Historical Comparison of NSERC Planned versus Actual Spending ($ millions) 


. 2003-2004 
Actual Actual © ‘TotalMain -—~<s‘Total_—=«‘Total Authorities Total Actual 
— ee Estimates Planned Spending 


2001-2002 2002-2003 Lae 


Support of Research and Scholarship in 
Natural Sciences and Engineering 


Natural Sciences and Engineering 
Research Council 587.6 651.3 708.1 770.6 758.6 732.6 


Total 587.6 651.3 708.1 770.6 758.6 732.6 


Note: Total Authorities are Main Estimates plus Supplementary Estimates plus other authorities 


Table 4 identifies the resource relationship between Strategic Outcomes and Business 
Lines. All of NSERC's planned and actual spending for 2003-04 is dedicated to 
NSERC's sole business line and its strategic outcome. 


Table 4: Crosswalk Between Strategic Outcomes and Business Lines 
(millions of dollars) 


Strategic Outcomes 


To provide Canadians with economic and social benefits arising from the provision of a highly skilled 
workforce and knowledge transfer of Canadian discoveries in the natural sciences and engineering from 
universities and colleges to other sectors, and informed access to research results from around the world. 


Cer 2 SS eee eee 


Paice | Actual 
Spending 2 


Business Line 


Support of Research and 
Scholarship in the Natural Sciences 735.1 697.4 
and Engineering 
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Table 5 highlights non-respendable revenues, which are funds flowing to NSERC from 
sources other than its Parliamentary appropriation and which must be passed to the 
Receiver General rather than being spent on programs or operations. 


Table 5: Revenues ($ millions) 


2003-2004 | 
Actual “Actual Planned =——sTotal”=—sSsSs Actual 


2001-2002 2002-2003 Revenues _ Authorities 


Natural Sciences and Engineering 
Research Council 1.2 0.7 0.6 0.6 0.6 


Total Non-Respendable Revenues 1.2 0.7 0.6 0.6 0.6 


Table 6 summarizes total NSERC actual spending on grants versus planned spending, the 
authorized levels and the main estimates. The difference between the 2003-04 actuals 
and the authorized levels is mainly due to the lapse in the Canada Research Chairs 
Program. The difference between the authorized levels and the planned spending is 
mainly caused by the creation of a frozen allotment for the Canada Research Chairs 
Program. The difference between the planned spending and the main estimates is in large 
part explained by the amount received from the 2003 federal budget ($53.0 million) and 
the amount received from the Canada Graduate Scholarships Program ($7.2 million). 
This table also compares NSERC spending on grants in 2003-2004 ($697.4 million) 
versus 2002-2003 ($616.0 million) and 2001-2002 ($555.5 million). 


Table 6: Transfer Payments ($ millions) 


2003-2004 
Actual Actual Main Planned Total Actual 
2001-2002 2002-2003 _—_ Estimates Spending Authorities : 


Natural Sciences and Engineering 
Research Council 


GRANTS 599.9 616.0 674.8 Teeter 722.1 697.4 
CONTRIBUTIONS 
Total Transfer Payments 555.5 616.0 674.8 735.1 722.1 697.4 
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7. Reader’s Survey 


NSERC would like to hear from Canadians who have read this report. Your comments 
will help ensure that NSERC provides information that is easy to understand and 
relevant. NSERC would appreciate it if you would take the time to answer the questions 
below and send in your completed questionnaire as soon as possible. Please use the scale 
provided and select the number that best represents your point of view. 


Not at To a Great 
All Somewhat Extent 


1. Did the report explain clearly what NSERC Dyer 3. 4 5 6 7 
does? 


2. Did the report provide you with sufficient oa. 3 4 5: 6 fi 
information to assess whether Canadians 


are receiving value for the money invested 
in NSERC? 


3. Has the report presented accomplishments (ne 3. 4 5 6 ft 
and performance information in a balanced 
manner (e.g., presented both positive and 
negative aspects)? 


4. Overall, was the information presented in 1 a2 3. 4 5 6 ff 
this report easy to understand? 


Are there any additional comments you would like to make regarding this report? 


Send your completed questionnaire: 


By mail to: Or by fax to: Or by e-mail to: 
Policy and International Relations (613) 947-5645 bjl@nserc.ca 
Division 

NSERC 

350 Albert Street 

Ottawa, Ontario 

K1A 1H5 
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Appendix A — Audited Financial Statements 


For the year ended March 31, 2004 


Auditor General of Canada 
Varficatrice générale du Canada 


AUDITOR'S REPORT 


To the Natural Sciences and Engineering Research Council 
and the Minister of Industry 


| have audited the statement of financial position of the Natural Sciences and 
Engineering Research Council as at March 31, 2004 and the statements of operations, 
net assets and cash flows for the year then ended. These financial statements are the 
responsibility of the Council's management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing 
standards. Those standards require that | plan and perform an audit to obtain 
reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial staternents. An audit also inchides assessing 
the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial staternent presentation. 


In my opinion, these financial statements presen fairly, in all matenal respects, the 
financial position of the Council as at March 31, 2004 and the results of its operations 
and its cash flows for the year then ended in accordance with Canadian generally 
accepted accounting principles. 


\ 


\, 
Nancy Cheng, FCA 
Assistant Auditor General 
for the Auditor General cf Canada 


Ottawa, Canada 
June 4, 2004 


NSERC Page 73 


STATEMENT OF MANAGEMENT RESPONSIBILITY 
FOR THE YEAR ENDED MARCH 31, 2004 


Responsibility for the integrity and objectivity of the accompanying financial statements 
of the Natural Sciences and Engineering Research Council for the year ended March 31, 
2004 and all information contained in this report rests with the management of the 
Council. 


We have prepared these financial statements in accordance with Treasury Board of 
Canada accounting standards which are based upon Canadian generally accepted 
accounting principles, using management’s best estimates and judgements where 
appropriate. These statements should be read within the context of the significant 
accounting policies set out in Note 2 of the financial statements. 


To fulfil these accounting and reporting responsibilities, the Council maintains a set of 
accounts which provides a centralized record of the Council's financial transactions. 
Financial information contained in the ministerial statements and elsewhere in the Public 
Accounts of Canada is consistent with these financial statements. 


The Council's Common Administrative Services Directorate develops and disseminates 
financial management and accounting policies, and issues specific directives which 
maintain standards of accounting and financial management. The Council maintains 
systems of financial management and internal control which gives due consideration to 
costs, benefits and risks. They are designed to provide reasonable assurance that 
transactions are properly authorized by Parliament and are executed in accordance with 
the Financial Administration Act and the prescribed regulations, and are properly 
recorded and controlled so as to maintain accountability of Government funds and 
safeguard the Council's assets. Financial management and internal control systems are 
augmented by the maintenance of internal audit programs. The Council also seeks to 
assure the objectivity and integrity of data in its financial statements by the careful 
selection, training and development of qualified staff, by organizational arrangements 
that provide appropriate divisions of responsibility, and by communication programs 
aimed at ensuring that its regulations, policies, standards and managerial authorities are 
understood throughout the organization. 
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The accounting system and financial statements of the Council have evolved over the 
years to meet the changes in the structure of the grants and scholarships programs and to 


give improved reporting and control of expenditures relating to those programs. 


Management presents these financial statements to the Auditor General of Canada who 
audits them and provides an independent opinion, which has been appended to the 


financial statements. 


Approved by: 


Germain Tremblay 
Director of Finance 
{Senior Full-time Financial Officer) 


Michel Cavallin 


Director General 
Common Administrative Services Directorate 
(Senior Financial Officer) 


June 4 , 2004 


NSERC 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


STATEMENT OF FINANCIAL POSITION 
AS AT MARCH 31 
(thousands of dollars) 


2004 2003 
ASSETS 
Financial assets 
Due from the Consolidated Revenue Fund $ 3.57 | $ 2,458 
Accounts receivable (Note 4) 1,148 661 
Advances o15 255 
Total Financial Assets 5,034 4,372 
Non-financial assets 
Prepaid expenses 148 74 
Capital assets (Note 5) 4,275 3,496 
Total Non-Financial Assets 4,423 3,570 
$ 9,457 $ 7,942 
LIABILITIES 
Accounts payable and accrued liabilities (Note 6) $ 3,945 $ 2,875 
Employee vacation and compensatory benefits 1,205 1,056 
Other liabilities (Note 7) 594 924 
Employee severance benefits (Note 8) 3,038 3,015 
Total Liabilities 8,782 7,870 
NET ASSETS 675 72 


$ 9,457 $ 7,942 
Commitments (Note 11) 
The accompanying notes form an integral part of these financial statements. 


Approved by the Council: 


— J) VA : 

Thomas A. Brzustowski Michel Cavallin 

President Director General - Common Administrative 
Services Directorate 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(thousands of dollars) 


REVENUES 


Interest on overdue accounts receivable $ 


Total Revenues 
EXPENSES 


Grants and scholarships 
Research grants 
Research partnerships 
Training scholarships and fellowships 
Canada Research Chairs 
General support 


697,424 


Operations (Note 9) 
Salaries and employee benefits 
Professional & special services 
Transportation and communications 
Accomodations and rentals 
Information 
Amortization of capital assets 
Utilities, materials and supplies 
Repair and maintenance 
Loss on disposals of capital assets 


39,240 


Total Expenses 


Refunds of previous years' expenditures 


Net cost of operations $ 


The accompanying notes form an integral part of these financial statements. 


NSERC 


2004 


350,120 
163,771 
110,919 
67,628 
4,986 


23,618 
4,691 
SM 
3,138 
1,450 
1,354 

876 
531 
65 


736,664 


(1,000) 


735,661 


$ 


2003 


320,873 
150,629 
AEE) 
47,425 
5,079 


615,739 


22,001 
S701 
ayo00 
LO77 
1,758 
1,012 

788 
691 


37,884 


653,623 


(741) 


652,880 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


STATEMENT OF NET ASSETS 
FOR THE YEAR ENDED MARCH 31 
(thousands of dollars) 


2004 2003 

NET ASSETS 

Net assets / (liabilities), beginning of year $ FL $ (498) 

Net cost of operations (735,661) (652,880) 

Services provided without charge by other government 

departments (Note 9) 4,308 2,868 

Net cash provided by Government (Note 3c) 730,843 652,840 

Change in due from the Consolidated Revenue Fund id 13 (2,258) 
NET ASSETS, End of Year $ 675 $ 72 


The accompanying notes form an integral part of these financial statements. 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


STATEMENT OF CASH FLOWS 


FOR THE YEAR ENDED MARCH 31 


(thousands of dollars) 


OPERATING ACTIVITIES 


Net cost of operations 


Non-cash items included in net cost of operations: 


Bad debt expense 

Amortization of capital assets (Note 5) 

Services provided without charge by 
other government departments (Note 9) 

Loss on disposals of capital assets 


Variations in Statement of Financial Position 


Operating accounts receivable 

Advances 

Prepaid expenses 

Operating accounts payable and accrued liabilities 
Employee vacation and compensatory benefits 
Other liabilities 

Employee severance benefits 


Cash used in operating activities 


INVESTING ACTIVITIES 


Acquisitions of capital assets (Note 5) 


Cash used in investing activities 


Net cash provided by Government 


The accompanying notes form an integral part of these financial statements. 


NSERC 


$ 


2004 


735,661 


(24) 
(1,354) 


(4,308) 
(65) 


588 
(938) 
74 
(1,070) 
(149) 
330 
(23) 


728,722 


2104 


2,121 


“S__730,843_ 


$ 


2003 


(810) 
912 
8 
2,278 
(59) 
199 
(356) 


651,169" 


1,671 


1,671 


S_ 652,840_ 
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NATURAL SCIENCES AND ENGINEERING RESEARCH COUNCIL 


NOTES TO THE FINANCIAL STATEMENTS 
for the year ended March 31, 2004 


1. Authority and objective 


The Natural Sciences and Engineering Research Council (NSERC) was established in 
1978 by the Natural Sciences and Engineering Research Council Act, and is a 
departmental corporation named in Schedule II to the Financial Administration Act. Its 
objective is to promote discovery and innovation and support both research and the 
provision of highly qualified personnel in the natural sciences and engineering. 


The Council supports both basic university research through research grants and project 
research through partnerships of universities with industry, as well as the advanced 
training of highly qualified people in both areas through scholarships and fellowships. 


The Council’s grants, scholarships, and operating expenditures are funded by budgetary 
lapsing authorities. Employee benefits are funded by statutory authorities. 


2. Summary of significant accounting policies 


These financial statements have been prepared on an accrual basis of accounting in 
accordance with Treasury Board of Canada accounting standards. These standards are 
based upon Canadian generally accepted accounting principles. The most significant 
accounting policies are as follows: 


(a) Parliamentary appropriations 


The Government of Canada finances the Council through Parliamentary 
appropriations. Appropriations provided to the Council do not parallel financial 
reporting according to generally accepted accounting principles. They are based in 
large part on cash flow requirements. Items recognized in the Statement of Operations 
and the Statement of Financial Position are not necessarily the same as those provided 
through appropriations from Parliament. Note 3 provides information regarding the 
source and disposition of these authorities and a high-level reconciliation between the 
two bases of reporting. 


(b) Due from the Consolidated Revenue Fund and net cash provided by Government 


The Council operates within the Consolidated Revenue Fund (CRF). The CRF is 
administered by the Receiver General for Canada. All cash received by the Council 
is deposited to the CRF and all cash disbursements made by the Council are paid 
from the CRF. Due from the Consolidated Revenue Fund represents the amount of 
cash that the Council is entitled to draw from the CRF, without further appropriations, 
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in order to discharge its liabilities. Net cash provided by government represents all 
cash disbursements, net of cash receipts, including transactions with departments of 
the federal government. A corresponding amount is credited directly to the net assets. 


(c) Revenues 


Revenues are accounted for in the period in which the underlying transaction or event 
occurred that gave rise to the revenues. 


(d) Expenses 


Expenses are recorded when the underlying transaction or expense occurred subject 
to the following: 


NSERC 


Grants and scholarships 


Grants and scholarships are recognized in the year in which the entitlement of the 
recipient has been established, when the recipient has met the eligibility criteria, 
the commitment has been approved, and the payment is due before the end of the 
fiscal year. 


Employee severance benefits 


The Council provides post-retirement and post-employment benefits to its 
employees through a severance benefit plan. This benefit plan is not pre-funded 
and therefore has no assets. The Council calculates a liability and an expense for 
employee severance benefits using information derived from the results of the 
actuarially determined liability for employee severance benefits for the 
Government as a whole. Employee severance benefits on termination of 
employment represent obligations of the Council that are normally funded 
through future years’ appropriations. 


Vacation and compensatory benefits 


Vacation and compensatory pay are expensed in the year that the entitlement 
occurs. 


Contributions to the Public Service Superannuation Plan 


Employees participate in the Public Service Superannuation Plan administered by 
the Government of Canada. Under present legislation, contributions made by the 
Council to the Plan are 2.14 times the employees’ contributions on account of 
current service. Contributions are recognized in the accounts on a current basis. 
The Council is not required under present legislation to make contributions with 
respect to actuarial deficiencies of the Public Service Superannuation Account. 
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Actuarial surpluses or deficiencies are recognized and recorded in the 
consolidated financial statements of the Government of Canada. 


e Services provided without charge by other Government departments and agencies 


Services provided without charge by other government departments and agencies are 
recorded as operating expenditures at their estimated fair value and a corresponding 
amount is credited directly to the net assets / (liabilities). 


(e) Refunds of previous years’ expenditures and other adjustments 


Refunds of previous years’ expenditures are deducted from expenditures. These 
funds are remitted to the Receiver General for Canada. 


(f) Foreign currency transactions 


Transactions involving foreign currencies are translated into Canadian dollar 
equivalents using rates of exchange in effect at the time of those transactions. Assets 
and liabilities denominated in foreign currencies are translated using exchange rates 
in effect on March 31°. 


(g) Accounts receivable 


Accounts receivable are stated as amounts expected to be ultimately realized. An 
allowance is made for doubtful accounts from external parties for any amounts where 
the recovery is considered uncertain. No such provision is made for amounts owing 
from other government departments. 


(h) Capital assets 


Capital assets with an acquisition cost of $2,500 or more are capitalized at cost as 
well as the standard furniture, equipment and desktop personal computer assigned to 
each employee due to the material number of such items. The capitalization of 
software and leasehold improvements has been done on a prospective basis from 
April 1, 2001. Capital assets are amortized over their estimated useful life on a 
straight-line basis, using a half-year rule in the year of acquisition and disposal, as 
follows: 


Capital asset class Amortization period 


Informatics equipment including standard 


software issued on desktop computers 3 years 
Purchased network software and in-house 

developed software 5 years 
Other equipment 5 years 
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Furniture 7 years 


Motor vehicles 7 years 
Items acquired under capital leases Lesser of their useful 
Leasehold improvements life or the term of the lease 


(1) Measurement uncertainty 


The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets, liabilities, revenues and 
expenses reported in the financial statements. At the time of preparation of these 
statements, management believes the estimates and assumptions to be reasonable. 
The allowance for employee severance benefits and the estimated useful lives of 
capital assets are the most significant items where estimates are used. Actual results 
could differ from those estimated. 


3. Parliamentary appropriations 

The operations of the Council are financed through Parliamentary appropriations. These 

appropriations are recorded as cash provided by government when used; any unused 

appropriation balances lapse. Items recognized in the Statement of Operations in one 

year may be funded through Parliamentary appropriations in a different year. The 

differences are reconciled below: 

(a) Reconciliation of net cost of operations to total Parliamentary appropriations used 
2004 2003 


(thousands of dollars) 


NET COST OF OPERATIONS $ 735,661 $ 652,880 


Adjustments for items not affecting appropriations: 


Add Interest on overdue accounts receivable 3 2 
Refunds of previous years’ expenditures 1,000 741 
Less Amortization of capital assets (1,354) (1,012) 
Vacation and compensatory pay (149) (59) 
Services provided without charge by other 
Government departments and agencies (4,308) (2,868) 
Severance benefits (23) (356) 
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Adjustments for items affecting appropriations: 


Add _ Capital acquisitions 
Prepaid expenses 
Other adjustments 


TOTAL PARLIAMENTARY 
APPROPRIATIONS USED 


2,121 1,671 
148 74 
30 (66) 
$ 733,129 $ 651,007 


(b) Reconciliation of Parliamentary appropriations voted to Parliamentary appropriations 


used 


GRANTS AND 
SCHOLARSHIPS 
Main estimates — Vote 95 
Add: Supplementary estimates 
Less: Frozen allotment 
Grants and scholarships lapse 
Grants and scholarships expenditures 


OPERATING EXPENDITURES 
Main estimates — Vote 90 
Add: Supplementary estimates, salary 
increments 
Less: Operating lapse 


Adjustment for retroactive pay liability 


Operating expenditures 


Statutory contributions to employee benefit plans 


TOTAL PARLIAMENTARY 
APPROPRIATIONS USED 


2004 2003 
(thousands of dollars) 


$ 674,840 $ 608,101 
47,250 41,500 
(21,000) : 
(3,666) (33,862) 
697,424 615,739 
29,887 30,360 

3,462 2,272 

(1,386) (519) 

a7 : 

32,290 32,113 

3,415 3,155 

$ 733,129 $ 651,007 


(c) Reconciliation of net cash provided by Government to Parliamentary appropriations 


used 


NET CASH PROVIDED BY GOVERNMENT 


Refunds of prior years’ expenditures 
Variation in accounts receivable 
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2004 2003 
(thousands of dollars) 


Go 730.445 S$ 0 652840 
1,000 741 
(487) 810 
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Variation in advances 938 (912) 
Variation in accounts payable and accrued 


liabilities 1,070 (2,278) 
Variation in other liabilities (330) (199) 
Other adjustments 95 5 


TOTAL PARLIAMENTARY APPROPRIATIONS 
USED $ 733,129 $ 651,007 


4. Accounts receivable 


2004 2003 
(thousands of dollars) 


Other government departments $ 907 $ 366 
Outside parties 265 311 
Allowance for doubtful accounts (24) (16) 
Total accounts receivable $ 1,148 §$ 661 


5. Capital assets 


2004 2003 
Capital asset Opening Net Accum. Net book Net book 
class balance additions Amort. value value 


for the year 
(thousands of dollars) 


Informatics SY 3.027 (422) $ (1,617) $ 988 $ 642 
Software 1,694 1,065 (739) 2,020 E75 
Other 

equipment 233 15 (165) 83 131 
Furniture 2021 139 (1,542) 624 669 
Leasehold 

improvements 851 - (291) 560 676 
Total $ 7,832 $ 797 $ (4,354) $ 4,275 $ 3,496 


Amortization expense for the year ended March 31, 2004 is $1,353,543 ($1,011,943 in 
2003). 
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6. Accounts payable and accrued liabilities 


2004 2003 
(thousands of dollars) 


Outside parties $ 74 mee 2,399 
Other government departments 468 476 
Total accounts payable and accrued liabilities $ 3946) ach 23875 


7. Other liabilities 


Other liabilities represent the balance, at year-end, of the specified purpose account 
which includes earmarked funds held in trust for the North Atlantic Treaty Organization 
(NATO) and interest generated thereon. These funds must be used for the purposes for 
which they were received and represent a liability. The transactions related to this 
specified purpose account are not included in the Council’s statement of operations but 
represent a charge to this account as the Council has simply acted as a facilitator on 
behalf of NATO. The balance below is included in the Consolidated Revenue Fund in 
the name of the Council, and appears as Due from the Consolidated Revenue Fund on the 
Statement of Financial Position. Details of changes in the account are as follows: 


2004 2003 
(thousands of dollars) 


Balance, beginning of year $ 924 $ Pee 
Funds received 259 433 
Interest received 17 26 
Disbursements (606) (658) 
Balance, end of year $ 594 $ 924 


8. Employee future benefits 

Employees of the Council are entitled to specific benefits on or after termination or 
retirement, as provided for under various collective agreements or conditions of 
employment. 


(a) Pension benefits 


The Council’s contributions to the Public Service Superannuation Account during the 
year amounted to $2,273,395 ($2,370,896 in 2003). 


(b) Severance benefits 
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The Council provides severance benefits to its employees. This benefit plan is not 
pre-funded and therefore has no assets, resulting in a plan deficit equal to the 
employee severance benefits liability. Information about the plan is as follows: 


2004 2003 


(thousands of dollars) 


Employee severance benefits liability, 


beginning of year $ 3015-7 2.059 
Expense for the year aoe 424 
Benefits paid during the year (21) (68) 
Employee severance benefits liability, end of year $ 3,038 §$ B05 


9. Related party transactions 


The Council is related in terms of common ownership to all other Government of Canada 
departments, agencies and Crown Corporations. The Council enters into transactions 
with these entities in the normal course of business and on normal trade terms applicable 
to all individuals and enterprises. 


During the year, the Council received services without charge, which are recorded at fair 
value in the financial statements as follows: 


2004 2003 


(thousands of dollars) 
Accommodations provided by Public Works and 


Government Services Canada S 2,196 Sf 1,500 


Contributions covering the employer’s share of 
employees medical and dental insurance premiums 


provided by Treasury Board Secretariat 1,405 r269 
Other services provided without charge 107 99 
Total services provided without charge $ 4,308 $ 2,868 


10. Grants, scholarships and other expenditures administered and disbursed for 
government departments and agencies and organizations outside the government 


Grants, scholarships and other expenditures administered and disbursed by the Council 


on behalf of government departments and agencies and organizations outside the 
government, which are not included in the statement of operations, amounted to 
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$15,039,519 ($11,292,017 in 2003). Most of these disbursements are made by the 
Council from funds entrusted to it by government departments and agencies. 


The Council receives administrative fees in some circumstances where a significant 
administrative burden is incurred by the Council for the administration of certain funds 
on behalf of other government departments and organizations. These amounted to 
$759,205 during the year ($396,529 in 2003). 


11. Commitments 
Payments of grants and scholarships extending in future years are subject to the provision 
of funds by Parliament. Future years awards adjudicated prior to March 31, 2004 are 


payable as follows: 


(thousands of dollars) 


2004-2005 $ 544,993 
2005-2006 451,515 
2006-2007 262201 
2007-2008 149,325 
2008-2009 and subsequent years DS 21% 


In addition, the nature of the Council’s operating activities result in some large multi-year 
contracts and obligations whereby the Council will be committed to make some future 
payments when the services or goods are rendered. Major operating commitments that 
can reasonably be estimated are as follows: 


(thousands of dollars) 


2004-2005 $ 373 
2005-2006 358 
2006-2007 Had 
2007-2008 324 
2008-2009 and subsequent years 1,161 


12. Comparative figures 


The 2003 comparative figures have been reclassified to conform to the 2004 financial 
statement presentation. 
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Appendix B — Council Membership 


NSERC is governed by a Council composed of a full-time president and up to 21 
members selected from the private sector, the public sector, and the universities, each 
appointed by Order-in-Council. In accordance with the Natural Sciences and Engineering 
Research Council Act, the President is the Chair of Council and the Chief Executive 
Officer, responsible for directing the work and the staff of NSERC. 


The following is the membership as of March 31, 2004. 
(* denotes members of the Executive Committee) 


President 


Dr. Thomas A. Brzustowski * 

President 

Natural Sciences and Engineering Research 
Council of Canada 

Ottawa, Ontario 


Members 


Ms. Claude Benoit 

President and Chief Executive Officer 

Old Port of Montréal Corporation/Montréal 
Science Centre 

Montréal, Québec 


Dr. Amrit K. Bhuie 

Postdoctoral Fellow 

Department of Environmental Analysis & Design 
University of California 

U.S.A. 


Dr. Max Blouw 

Vice-President, Research 

University of Northern British Columbia 
Prince George, British Columbia 


Dr. Thomas Calvert * 

Professor and Acting Director 

Information Technology and Interactive Arts 
Program 

Simon Fraser University 

Surrey, British Columbia 


NSERC 


Vice-President 


Dr. Joanne Keselman* 
Vice-President (Research) 
University of Manitoba 
Winnipeg, Manitoba 


Dr. Pierre Coulombe 
Consultant 
Saint-Augustin de Desmaures, Québec 


Mr. Gilbert Drouin 

President and Chief Operating Officer 
Valorisation Recherche Québec 
Sainte-Foy, Québec 


Dr. Suzanne Fortier* 
Vice-Principal (Academic) 
Queen's University 
Kingston, Ontario 


Dr. Robert Haines 

Professor, Department of Chemistry 
University of Prince Edward Island 
Charlottetown, Prince Edward Island 


Dr. Gretchen Harris 

Associate Professor, Department of Physics 
University of Waterloo 

Waterloo, Ontario 
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Members, cont. 


Dr. Katherine Heinrich 
Vice-President, Academic 
University of Regina 
Regina, Saskatchewan 


Dr. Mike Lazaridis 

President and Chief Executive Officer 
Research in Motion Ltd. 

Waterloo, Ontario 


Dr. Maurice Moloney* 
Chief Scientific Officer 
SemBioSys Genetics Inc. 
Calgary, Alberta 


Mr. Jean Nicolas* 


Professor, Department of Mechanical Engineering 


Université de Sherbrooke 
Sherbrooke, Québec 


Ms. Julie Payette 

Astronaut 

NASA Johnson Space Center 
Houston, Texas 

U.S.A. 


Associates of Council 


Dr. Alan Bernstein 

President 

Canadian Institutes of Health Research 
Ottawa, Ontario 


Dr. Arthur J. Carty 

President 

National Research Council Canada 
Ottawa, Ontario 


Dr. Marc Renaud 
President 


Social Sciences and Humanities Research Council of 


Canada 
Ottawa, Ontario 
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Ms. Jocelyne Roy-Vienneau 

Assistant Deputy Minister 

Department of Education 

Government of New Brunswick, New 
Brunswick 


Dr. Barbara Sherwood Lollar 
Professor, Department of Geology 
University of Toronto 

Toronto, Ontario 


Mr. Nityanand Varma, P. Eng. 
President & Chief Executive Officer 
ANASA Group Inc. 

Chairman, Industrial Resources 
Nepean, Ontario 


Dr. John Vederas* 

Professor, Department of Chemistry 
University of Alberta 

Edmonton, Alberta 


Corporate Secretary 


Ms. Martine Dupré 

Corporate Secretary 

Natural Sciences and Engineering Research 
Council of Canada 

Ottawa, Ontario 
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Appendix C — Evaluations in 2003-04 


Evaluation of the Research Partnership Agreements Program, Bearing Point 
(will be posted on the Web in the fall 2004, see www.nserc.gc.ca/about/aud_ eval e.asp). 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 
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This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/56-2004 
ISBN 0-660-62661-6 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for 1 UREA and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rmma-mrr@tbs-sct.gc.ca 
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Section I: Commissioner's Message 


It is my pleasure to present the Performance Report for the Northern Pipeline Agency. 


The Northern Pipeline Agency (the Agency) was created by the Northern Pipeline Act 
(the Act) in 1978 to oversee the planning and construction by Foothills Pipe Lines Ltd. 
(Foothills) of the Canadian portion of the Alaska Highway Gas Pipeline Project 
(Pipeline), also referred to as the Alaska Natural Gas Transportation System. The 
Pipeline was certificated in 1978 and is intended to transport Alaskan and possibly 
Northern Canadian natural gas to southern markets in Canada and the United States. 


The portion of the Pipeline south of Caroline, Alberta (Phase I), was constructed in the 
early 1980's and presently transports Canadian gas sourced primarily from south of the 60" 
parallel. Unfavourable economic conditions led to indefinite delays in the completion of 
the northern portion of the Pipeline (Phase II), and consequently, the Agency's activities in 
the 1990's were limited to overseeing the expansion of the southern portion of the Pipeline. 


Recently, perception of a growing North American market for natural gas, combined with 
concerns about limitations on supply from traditional sources, and strong natural gas prices 
has resulted in renewed interest in the Pipeline as an option for bringing northern gas to 
market. In response, the Agency has taken measures to address the commitments of the 
government of Canada that are embodied in the Act and legislative changes that have 
occurred since the Pipeline was certificated. 


Commissioner’s Message l 


Management Representation Statement 


I submit, for tabling in Parliament, the 2003-04 Departmental Performance Report (DPR) 
for the 


NORTHERN PIPELINE AGENCY 


This document has been prepared based on the reporting principles and other 
requirements in the 2003-04 Departmental Performance Reports Preparation Guide and 
represents, to the best of my knowledge, a comprehensive, balanced, and transparent 
picture of the organization’s performance for fiscal year 2003-04. 


Kyi shwe Sek 


Name: 
Cov Geprge Anderson 


Title: Commissioner 


Date: Dept 7, A0oY¥ 


2 Northern Pipeline Agency 


Section II: Agency Context 
2.1 Agency Overview 


2.1.1 Mandate and Mission 


In 1977, following extensive regulatory hearings in both countries, the Governments of 
Canada and the United States executed an Agreement on Principles Applicable to a 
Northern Natural Gas Pipeline. This agreement provided a framework for the 
construction and operation of the Alaska Highway Gas Pipeline Project. 


In 1978, Parliament enacted the Northern Pipeline Act to: 
e give effect to the agreement; and 


e establish the Northern Pipeline Agency to oversee the planning and construction 
of the Canadian portion of the project by Foothills. 


Implementing legislation was also passed by the United States in the form of the Alaska 
Natural Gas Transportation Act. 


Prior to the commencement of construction of any particular section of the Pipeline, 
Foothills is required to obtain a series of specific approvals from the Agency pursuant to 
the Act and the terms and conditions specified under the Act. These approvals relate to 
socio-economic and environmental factors, routing issues, technical design, and other 
matters such as demonstration of financing. Approval authority rests with the Agency's 
Commissioner and Designated Officer, the latter being a member of the National Energy 
Board (the Board). In some cases, approval from the Board is also necessary. 


The Agency also monitors the actual construction by Foothills for compliance with its 
various undertakings and for sound environmental and engineering practices. 


2A Strategic Outcome 
The Agency has one strategic outcome as listed below. The Agency will cease to exist 
one year after the date on which leave to open the last section or part of the Pipeline is 


given by the Board. The operation of the Pipeline is regulated by the Board pursuant to 
the National Energy Board Act. 


Agency Context 


Strategic Outcome: 


Facilitate the planning and construction of the Canadian portion of the Alaska 
Highway Gas Pipeline Project while maximizing social and economic benefits and 
minimizing adverse social and environmental effects. 


Key Partners: 


Agency demands were primarily managed through an arrangement the Agency has with 
the Board for financial, administrative and technical advice in areas of pipeline safety and 
engineering, environmental protection, and socio economic matters. Indian and Northern 
Affairs Canada monitored the easement agreement as discussed in Section 3.2. The 
Agency also worked closely with other federal departments, primarily Natural Resources 
Canada and Justice Canada. 


Key Targets and Overall Results: 


The objectives of the Act, establishing the Agency and certifying the Pipeline, are to: 


e carry out and give effect to the 1977 agreement between Canada and the United States 
underpinning the project; 
carry out, through the Agency, federal responsibilities in relation to the Pipeline; 
facilitate the efficient and expeditious planning and construction of the Pipeline; 
facilitate consultation and co-ordination with the governments of the provinces and 
territories traversed by the Pipeline; 
maximize the social and economic benefits of the pipeline while minimizing any 
adverse social and environmental impacts; and 
advance national economic and energy interests and to maximize related industrial 
benefits by ensuring the highest possible degree of Canadian participation. 


As discussed in Section III work during this reporting period was limited to planning and 
management of the Agency due to a lack of activity by the company, which the Agency 
regulates. 


Program, resources and results linkages: 


The Agency had no active programs or initiatives related to the strategic outcome during 
the reporting period. The Agency engaged one employee during the reporting period 
whose responsibilities were to respond to questions in respect of the Act stemming from 
renewed interest in the Pipeline and to ensure Agency preparedness in the event of a 
decision to continue with the Pipeline. 


Management Practices: 


The Agency relies on the management practices implemented by the Board, 
www.neb-one.gc.ca as well as administrative arrangements to maximize efficiencies in 
respect of financial management and reporting requirements. 


Northern Pipeline Agency 


22 Societal Context 
PIO LA | External Factors 


Perception of a growing North American market for natural gas, combined with concerns 
about limitations on supply from traditional sources, and strong natural gas prices, has 
resulted in strong interest in the Pipeline as an option for bringing northern gas to market. 
Before the construction of the pipeline can begin the NPA is responsible for ensuring that 
the regulatory system in Canada is in a state of readiness to respond to any request from 
Foothills Pipe Lines Ltd. to resuscitate the pipeline project. Before taking any decision to 
proceed with construction under the NPA, Foothills Pipe Lines Ltd. Will need to resolve a 
number of commercial issues. Developments in U.S. energy policy, as reflected in the 
Energy Bill being debated in the U. S. Congress could also influence the timing of Foothills 
decision to proceed with pipeline construction. 


23 Challenges 


During 2003-2004 the primary challenge for the Agency was to make progress on ensuring 
a state of readiness in an environment of uncertainty. In the absence of Foothills initiating 
an action or formal request of the Agency, responses to questions as to how Phase II of the 
Pipeline would be regulated after a 20-year hiatus were largely speculative. The difficulty in 
addressing these was compounded during the reporting period by the need to utilize the 
limited resources of the Agency to maintain and increase awareness of obligations under the 
Act. 


The longer-term challenge for the Agency is to be in a position to regulate pipeline 
construction effectively once industry decides to proceed with Phase II of the Pipeline. 


Agency Context 5 


Section III: Performance 


In light of the low level of activity in the Agency there are no specific RPP commitments 
or parliamentary committee recommendations to be implemented. 


On December 12, 2003 responsibility for the Agency was transferred from the Minister 
for Foreign Affairs and International Trade to the Minister of Natural Resources Canada. 
The Deputy Minister of Natural Resources Canada was appointed Commissioner. 


3.1 Output Performance 


In working toward realization of its strategic outcome, the Agency's principal task for the 
2003-2004 fiscal year was to maintain preparedness to respond to regulatory filings by 
Foothills and to make sure that the Act is properly administered. With the renewed interest 
in northern pipelines the Agency was called on to provide information in the event that the 
balance of the Pipeline (Phase II) proceeded, including an examination of the commitments 
of the government of Canada that are embodied in the Act and legislative changes that have 
occurred since the Pipeline was certificated. 


The agreements that are currently in place with the Board and other government 
departments continued to facilitate efficiencies in the administration of the Act. An 
easement agreement exists among the Yukon Territory Government, the Agency, and Indian 
and Northern Affairs Canada (INAC) to facilitate the collection of an easement fee related to 
land access rights on Indian Reserves and Crown land granted to Foothills for the Pipeline. 
The Agency collected the annual fee of $30,400 on behalf of INAC and redistributed an 
appropriate share to the Yukon Territory Government. These transactions are excluded from 
the calculations of recoverable costs mentioned in Section 3.3: Financial Performance. 


3.2 Financial Performance 
3.2.1 Overview 


In 2003- 2004 the Agency had spending authority of $1,355,000. The spending authority 
was established in anticipation of a significant increase in the work of the Agency to 
support a high level of planning and construction activity of the Pipeline. All costs 
incurred are fully recovered from Foothills through a cost recovery mechanism 
administered by the Board. The company is in the process of resolving its commercial 
issues and has requested that the NPA clarify regulatory framework so that it may proceed 
quickly once commercial issues have been clarified. Foothills Pipe Lines Ltd. has not yet 
formally indicated its intention to act on its existing certificates and the Agency’s 
expenditures fell far short of expectations. 
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Resources Used — Table 1 


Northern Pipeline Agency 
Planned Spending $1,355,000 


Total Authorities $1,355,000 


2003-2004 Actual $203,000 


Each year the Agency's operating budget includes contingencies to mitigate any 
requirement to return to Parliament for increased funding in the event activity occurs 
related to either the existing portion of the Pipeline or construction of the balance of the 
Pipeline. Agency operating expenditures are kept to a minimum unless Foothills 
initiates some action or formal request of the Agency, in which case operating 
expenditures may increase proportionately. As reported in the 2003-2004 Estimates, an 
allotment was obtained for the second half of 2003-2004 to retain additional staff in 
response to an anticipated increase in activity by Foothills. This increase in activity did 
not occur and as a result these funds were not required and were not fully released. 


3.2.2 Fixed and Variable Costs 
The Agency's operating budget is comprised of fixed and variable cost elements. 


Fixed costs relate to salaries for the NPA staff, the administration of the Leasehold 
Agreement by INAC and the office accommodations and area for information archives 
managed by Public Works and Government Services Canada. The appointment of an 
Administrator and the Agency's increased activity in 2003-2004 to address questions 
related to the resumption of the project resulted in a higher level of expenditures than 
in previous years. 


As a consequence of the changes in the fixed cost portion, the variable costs of the 
Agency which relate to costs of service provided by the Board increased slightly. 
The Board's cost of technical advice and administrative services can vary 
substantially depending upon the timing and magnitude of Foothills' activities. 


3.2.3 Cost Recovery 
Agency expenditures related to the administration of the Act are fully recoverable, 


including those costs related to services provided by other government departments and 
the Board. 


Performance Discussion i; 


In accordance with Section 29(1) of the Act, the Agency recovers 100% of its costs 
based on the Board's Cost Recovery Regulations. Cost recovery is based on an 
estimate and adjusted in future years upon completion of an audit of the actual costs. 
Foothills is responsible for full cost recovery based on quarterly billings from the Board 
on behalf of the Agency. Details of cost recovery and the respective adjustments can be 
found in Table 2. 


Cost Recovery - Table 2 


Historical Comparison of NPA Cost Recovery 
($ thousands) 


2001 2002 2003 2004 


Estimated recoverable costs” 259 414 633 1,031 


Actual recoverable costs (2 la pees Sonat (co) 


Adjustment in future year 38 ah, 382 


Estimated recoverable costs 259 414 633 1031 


Adjustment for prior year (09) CEL9) (38) (39) 


Total Cost Recovery 200 295 595 972 


(1) Based on information available as of 31 July 2004. The Northern Pipeline Act stipulates that an audit be performed 
annually by the Auditor General of Canada. Information is not available until the completion of the audits for the 
corresponding calendar year. 


(2) a. Cost Recovery — Table 2 is calculated on a calendar year basis. 


b. Estimated recoverable costs are determined in accordance with section 6 of the National Energy Board Cost Recovery 
Regulations. 
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Appendix A: Financial Tables 


The following list and Financial Tables represent an overview of the Northern Pipeline 
Agency's 2002-2003 financial performance. 


Table | - Summary of Voted Appropriations 
Table 2 - Comparison of Total Planned Spending to Actual Spending 
Table 3 - Historical Comparison of Total Planned Spending to Actual Spending 
Table 4 - Non-respendable Revenues 
Table 5 - External Charging for NPA 
Table 1 


Summary of Voted Appropriations 


Financial Requirements by Authority 


($ thousands) 
2003 — 2004 
Main Planned Total Actual 
Vote Northern Pipeline Agenc Estimates Spending Authorities Spendin 
55 Operating Expenditures ee e252 Ie2 2 188 
S Contribution to Employee 
Benefit Plans 103 103 103 15 
Total NPA 1355 S55 | eo) 203 
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Table 2 
Comparison of Total Planned Spending to Actual Spending _ 
heaetisg Agency Planned versus Actual Spending 
($ thousands) 


2003 — 2004 
Main Planned Total Actual 
Northern Pipeline Agency Estimates Spending Authorities Spending 


Operating hogs BS) wid oe | WS ee 203 


Capital - - - - 


Voted Grants and Contributions = = - z 


Total Gross Expenditures 3S 35> 18355 203 
Less: Respendable Revenues - - - - 
Total Net Expenditures La 55 LoaO | Ge ee 203 


Other Revenues & Expenditures 


Non Respendable Revenues (1,355) (ig3 79) C3) (654) 

Cost of Services provided by 

Other Departments” - 24 24 24 
Net Cost of Program - - ~ (427)° 


* Cost of services provided by National Energy Board is included in the Agency's Actual Operating Spending. 
: Refer to Section 3.3.1. 
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Table 3 
Historical Comparison of Total Planned Spending to Actual Spending 


Agency Planned Spending versus Actual Spending 


($ thousands) 
2003-2004 


Actual Actual Main Planned Total 
2001-2002 2002-2003 Estimates Spending Authorities Actual 


Northern Pipeline 256 WASP iRSise 
Agency 


Total 1355 1g355 


Table 4 
Non-respendable Revenues 


Non-respendable Revenues 
($ thousands) 


2003-2004 


Actual Actual Planned Total 
2001-2002 2002-2003 Revenues Authorities Actual 


Northern Pipeline pA 589 | Sew, Iheoki 654 
Agency 


Unplanned 


Total Non-respendable 
Revenues 


Total Revenues 
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Table 5 
DPR 2004 - External Charging Information for NPA 


Regulation of _The Northern Pipeline Agency (NPA) regulates 
Construction of the | the planning and construction of the Canadian 
Alaska Highway portion of the Alaska Highway Gas Pipeline. 
Gas ‘Pipeline | 
Fee Type Regulatory | 
— renner Te eT Te nT | 
Fee Setting ‘The NPA Cea Chareine ic is in accordance with 
Authority (e.g. section 29 of the Northern Pipeline Act and 
Legislative, section 24.1 of the National Energy Board Act and | 
Regulatory) ‘the National Energy Board Cost Recovery 
| Regulations. 
Date Last 
Modified” See section B below for fees amended in fiscal November 6, 2002 
year 2003-04. | 
2003- 2004 
—— . Soreness : — — bt 
Forecast Revenue | | 
Regulatory | $1,379.0 
Sood) | 
Actual Revenue | 
‘Regulatory $ 654.0 
Dy 
= en eee _ _ 7 te 
‘Estimated Full | Regulatory 
Cost 
a) NPA costs to provide service = $ 203.0 $ 2270 
($000) 
b) Other Departments’ costs = 24.0 


po tere assis 


Service Standard I The construction of Phase II of the Alaska 
/Highway Gas Pipeline has been put on hold due to 
adverse market conditions. The NPA has shrunk 
to a skeleton organization but in a state of 
readiness in the event Phase II of the Pipeline 
project is reactivated. There are no formally 
developed measurable service standards at this 


i 
3 


time. 
Performance Please refer to notes regarding Service 


Results Standards. 


sss _— nnn tsmererennneneiessnemnanaseetietiiisistaremmmnniinnd 
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Planning Years 


Fiscal Year | 2004-05 | | 
| 2005-06 | | 
| 2006-07 | | 
Forecast Revenue 807.7 
| Sub-Total (05-06) 584.9 | 
($000) Sub-Total (06-07) 386.6 | 
| Total 1,779.2 | 
Estimated Full | Sub-Total (04-05) | irhpaamee 
Cost | Sub-Total (05-06) | 584.9 | 
| Sub-Total (06-07) 386.6 | 
($000) Total | 1,779.2 


MIDS ta II Vd RCO SDA ADDO RADDA MBSA SAAS SOS SADIE SAARI RR lia iii Tlie. 


B: Date Last Modified 


The NPA cost recovery is determined in accordance with section 24.1 of the National 
Energy Board (NEB) Act. Although amendments were made to the NEB Cost Recovery 
Regulations (the Regulations) on November 6, 2002, they do not affect the calculation of 
the NPA cost recovery charges. 


C: Other Information: 
1) Cost Recovery and Revenue Accrual: 


In accordance with Section 29 of the Northern Pipeline Act and with the National Energy 
Board Cost Recovery Regulations, the Agency is required to recover all its annual 
operating costs from the companies holding certificates of public convenience and 
necessity issued by the Agency. Currently, Foothills Pipe Lines Ltd. (Foothills) is the 
sole holder of such certificates. The NPA corresponds with Foothills regularly on the 
level of and expected activities of the Agency including its operating costs. 


Program appropriation for each planning year is presented on a fiscal year basis while 
cost recovery charges, according to the Regulations, are calculated on a calendar year 
basis and billed quarterly. In addition, Forecast Revenue figures are presented on an 
accrual basis. As a result, the Program appropriation and the Forecast Revenue amounts 
do not reconcile although the NPA recovers 100% of its operating costs. 


2) Dispute Management: 


Due to the current level of activities, a Dispute Management policy, a pre-requisite for 
the implementation of the External Charging Policy, has not been developed. However, 
frequent consultation with Foothills on changes to activities and the associated costs 
precludes disputes affecting cost recovery. A Dispute Management policy will be 
developed to support increased operational requirements. 
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Appendix B: Organization 


The Northern Pipeline Agency has been designated as a Department for the purposes of the 
Financial Administration Act. The Agency reports to Parliament through the Minister for 
International Trade who is responsible for the management and direction of the Agency. 

The Agency has two senior officers, namely a Commissioner and an Administrator. The 
Commissioner of the Agency, currently the Deputy Minister for International Trade, is 
appointed by the Governor in Council. A new Administrator was appointed by the Governor 
in Council during the reporting period. The Administrator subsequently resigned and the 
position was vacant at the close of the reporting period. 


Given the continued low level of Agency activity, arrangements are in place whereby the 
Agency relies largely on the National Energy Board for administrative and technical 
assistance. This assistance 1s provided on a cost-recoverable basis. In addition, Natural 
Resources Canada provides policy advice to the Agency. The Agency has one full-time 
staff at this juncture. 


To further assist the Minister responsible for the Agency in carrying out the Agency's 
mandate, there is provision for two federally appointed advisory councils. The Councils 
consist of Aboriginal, business and other interested parties representing communities in 
Northern British Columbia and the Yukon Territory. Membership in these Councils has 
lapsed over the years in view of the dormant state of Phase II of this project. 


As a Separate Employer, the Agency conforms closely with the principles of personnel 
administration that apply in the Public Service of Canada and has developed various 
systems to implement policy appropriate to the Agency's operating requirements. 


Figure 3 provides a schematic of the reporting relationships of the key officers of 
the Agency. 


Figure 3: Organization Chart 
Northern Pipeline 
Agency 


Administrator Asst. Commissioner and Comptroller 
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Appendix C: History/Chronology 


The Agency's activities are dictated by the timing and pace of the construction of the 
Pipeline. The following provides a brief description and chronology of the Pipeline. 


The project is the largest proposed pipeline in North America, encompassing approximately 
7 700 kilometres (4,800 miles) of large-diameter mainline pipe, about 42 percent of which 
would be located in Canada. The route for the project in Canada and the United Sates is 
depicted in Figure |. Once in full operation, the Pipeline would be capable of initially 
transporting 68 million cubic meters (2.4 billion cubic feet) per day of Alaskan gas, and the 
system could be expanded to transport additional volumes subject to regulatory approval. 
The system, as designed, could also accommodate the receipt and onward delivery of 34 
million cubic meters (1.2 billion cubic feet) per day of northern Canadian gas via a 
connecting pipeline from the Mackenzie Delta/Beaufort Sea region. 


As far back as 1977, the concept of prebuilding the southern portions of the Pipeline was 
identified as a benefit of the project, providing Canadian natural gas producers with 
additional export opportunities and supplying U.S. consumers with much-needed gas. This 
Prebuild, which constituted Phase I of the Pipeline, included a Western leg to transport 
Canadian gas to markets in California and the Pacific Northwest and an Eastern leg to 
serve primarily the U.S. Midwest market. At the same time it was contemplated that 
Phase II of the Pipeline, consisting of the northern portions and the remaining sections to 
be constructed in southern Canada and the lower 48 regions, would follow in the near 
term. 


The construction of the Prebuild went ahead as planned and Canadian gas started flowing 
through the system for export in the 1981-1982 time frame. The Agency's activity level 
reached its peak during the construction of the Prebuild, with a corresponding staff 
complement of over 100 employees. 


In 1982, at about the same time the Prebuild was completed, adverse market conditions led 
the sponsors of the Pipeline to put a hold on Phase II. The adverse market conditions were a 


result of: 


e adecline in demand for natural gas due to economic recession and energy 
conservation measures; 


e anincrease in U.S. supply in response to higher wellhead prices; and 


e escalating forecast costs of construction due to inflation and rising interest 
rates. 


History/ Chronology 15 


It was originally anticipated that the completion of the project would be delayed by only 
about two years, however, Phase II of the Pipeline remains on hold to this day. In response, 
the Agency shrank to a skeleton organization in the mid-1980's. Arrangements 

are in place whereby the Agency relies largely on the Board for administrative and 
technical assistance and on Natural Resources Canada for policy advice. 


There have been five expansions completed since 1988, all of which were designed to either 
increase system capacity or enhance system reliability. The most significant of these 
expansion projects involved (1) the addition of two new compressor stations on the Eastern 
leg in Alberta and of an additional compressor station and a further compressor unit in 
Saskatchewan, (11) the completion of the Western leg mainline in southeastern British 
Columbia, and (111) a further expansion of the Eastern leg in 1998. 


The flow capacity of the Prebuild continues to approach the 102 million cubic meters 
(3.6 billion cubic feet) per day rate provided for in the underlying agreement between 
Canada and the U.S. The fifth and latest expansion of the Prebuild, which came into 
service in 1998, raised its capacity to about 94 million cubic meters (3.3 billion cubic 
feet) per day. 


On behalf of the Government of Canada, the Agency coordinates implementation of the 
agreement reached with the United States in 1980 respecting the procurement of certain 
designated items such as compressors and large-diameter line pipe, valves, and fittings for 
the construction of the Pipeline. This agreement provides that both Canadian and American 
suppliers be afforded the opportunity to bid on a generally competitive basis. Canada 
suspended implementation of the agreement for the latest Foothills expansion due to the 
lack of U.S. reciprocity. 
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Refer to Figure 2 
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Appendix D: Other Information 


A. Contacts for Further Information 


Northern Pipeline Agency 
615 Booth Street, 

Ottawa, Ontario K1A OE9 
Telephone: (613) 995-1150 
Fax: (613) 996-5354 


B. Legislation and Associated Regulations Administered Acts 
Northern Pipeline Act RSC 19/7278, c. 20,s.1 


C. Socio-Economic and Environmental Terms and Conditions (1980-1981) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for the 
Province of Alberta (Order NP-MO-1-80 dated 12 June 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for 
Southern British Columbia (Order NP-MO-2-80 dated 12 June 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for the 
Swift River Portion of the Pipeline in the Province of British Columbia (Order NP-MO- 
11-80 dated 29 August 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for 
Northern British Columbia (Order NP-MO-12-80 dated 29 August 1980) 


Northern Pipeline Socio-Economic and Environmental Terms and Conditions for the 
Province of Saskatchewan (Order NP-MO-13-80 dated 29 August 1980) 


Regulations 
National Energy Board Cost Recovery Regulations SOR/91-7 


Listing of Statutory and Departmental Reports 


2002 Annual Report 
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